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ConvergeNet’s vision is to be one of the leading ICT 

infrastructure products, services and solutions suppliers 

in the global emerging markets. Whilst it is still early 

days in realising this objective, substantial progress has 

been made towards this goal. 

Our strategic plan includes ‘exporting’ our solutions to 

Africa and the Middle East as part of a phased approach 

as well as becoming the market leader in these market 

segments. The initial phase is almost complete and the 

next phase will be the establishment or acquisition of 

operating entities in Africa. 

 Our

mission
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Directorate

Left to right:  Pieter Willem Johannes Bouwer (CEO), Dumisani Dumekhaya Tabata* B Proc LLB; Hanno van Dyk; 
Daniel Frederik Bisschoff  CA(SA) (FD); Gordon Stanley Edwards; Norman Ross Macdonald*# BSc Eng. MBA; 

Sindile Lester Leslie Peteni*# BSc Bldg Science (Independent non-executive chairman); Michelle Julie Krastanov* CA(SA); 
Tim Modise; Kgaume Benjamin James Kekana*; Sandile Swana*#; Mpho Innocent Scott*#

Inset: Lerato Mangope*# 

(* non-executive, #independent non-executive)



CONVERGENET

2011 ANNUAL REPORT4

 Letter from the 

chairman

The overall ICT technology and 

infrastructure market as well as the 

trading conditions remained tough 

for the greater part of the year.

RESULTS
The results disclose a satisfactory operating 

performance by the Group in the light of  

Revenue increased by 31% to 

R1 029 million exceeding a billion rand 

largely attributed to an increase in market 

share and winning new account business, 

whilst retaining and increasing our share of  

the spend of  several of  our key customers. 

We are encouraged by the growth and look 

revenue milestone.

Operating margin deteriorated as a result 

of  the business mix and the overall trading 

conditions. We expect to improve margins in 

the short and medium term. The executive 

team has been tasked with improving the 

be achieved in the near future.

Operating expenses were contained and the 

comparable expenses increased by only 3% 

year on year. Given the pressure to increase 

costs the expense control is commendable. 

Overall costs decreased but this is largely 

attributable to bad debt and other write-offs 

in the prior year, which we did not repeat in 

the year under review.

has increased by 20% to R31 million. 

Headline earnings per share from continuing 

operations increased by 143% and overall 

headline earnings per share by 36% to 2.70 

cents for the period, which is encouraging 

given the overall trading conditions.

remains strong with the only interest-bearing 

debt being those related to mortgage bonds on 

certain properties. The net tangible asset value 

per share increased by 13% to 31 cents per 

share compared to the corresponding period.

It is with pleasure that ConvergeNet 

announces its maiden dividend of  1.50 cents 

per share.

STRATEGIC PROGRESS
ConvergeNet made solid progress in terms 

of  its strategy of  which the following are 

highlights:

Annuity and Cloud Based Services;

Strategic Supplier initiatives;

ConvergeNet has also entered the medium 

and heavy current energy product and 

solutions market through a new business 

unit called Averge.

The progress in respect of  these strategic 

initiatives has not contributed substantially 

in the current year but is expected to do so 

in the medium term.

A number of  new products and solutions 

were introduced during the year, these 

include:

Class leading energy products and accessories, 

a range of  Fiber Optic accessories, closures 

and terminations, Virtualised Data Storage 

solutions, Fiber Optic maintenance services, 

Cloud based services such as Infrastructure-

as-a-Service (IaaS) and Cloud based call 

center and voice solutions.
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During the year under review Mr David 
Braine resigned as a director and left the 
employment of  the company.

CORPORATE ACTIVITIES
During the year under review, we acquired a 
further 20% of  SCS (Structured 
Connectivity Solutions) as well as a further 
15% of  Xdsl. We have great expectations of  
these businesses and Xdsl are largely the 
custodians of  the Group’s Cloud based 
services ambitions.

OUTLOOK
We expect that the market and trading 
conditions will remain tough for the 
foreseeable future.

The market remains large and opportunities 
in respect of  increased bandwidth, network 
capacity and “cloud” based computing are 
plentiful. There continues to be strong 
demand for our solutions, products and 

Consequently we are cautiously optimistic 
about the ConvergeNet growth and 
earnings prospects in the coming year.

We thank our customers, suppliers, 
shareholders, board of  directors and staff  
for their continued commitment and 
support, which we experienced during the 
past year.

 
 
 
 
 
SLL Petini
Non-executive chairman

24 November 2011
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SUSTAINABILITY
INTRODUCTION
The directors of  ConvergeNet are pleased 

sustainability and corporate governance 

in what will be a continuous process to 

move closer to the goals of  sustainable 

development and to demonstrate 

ConvergeNet’s commitment to those goals. 

As can be expected this is a major task and 

for this reason ConvergeNet has decided to 

adopt a staggered approach. Over the next 

few years the board will strive to broaden 

and deepen the contents of  this report. 

This will be done in conjunction with the 

Group’s stakeholders to ensure meaningful, 

understandable and useful information is 

available on a timely basis, thus achieving 

true transparency and building a trusting 

relationship with all stakeholders.

CORPORATE GOVERNANCE
INTRODUCTION
The Group endorses the principles contained 

in the King III report on corporate 

the principles of  fairness, accountability, 

responsibility and transparency as advocated 

therein. The board strives to ensure that the 

Group is being ethically managed according 

to prudently determined risk parameters and 

in compliance with generally accepted 

corporate practices and conduct.

THE BOARD
ConvergeNet retains a unitary board 

structure. The board consists of  seven 

 Sustainability and corporate

governance report
 AS AT 31 AUGUST 2011

non-executive directors and six executive 

its duties by audit, risk, remuneration and 
investment committees. The non-executive 

board’s decisions. The directors of  the 
Company are set out on page 3.

The board, which is chaired by a non-
executive chairman, is scheduled to sit at 
least four times a year, but meets more 
frequently if  circumstances require it to do 
so. The board of  directors disclose the 
number of  meetings held each year in its 
annual report, together with the attendance 
at such meetings. A formal record is kept of  
all conclusions reached by the board on 
matters referred to it for discussion. Should 
the board require independent professional 
advice, procedures have been put in place 
by the board for such advice to be sought at 
the Company’s expense.

Directors are expected to maintain their 
independence when deciding on matters 
relating to strategy, performance, resources 
and standards of  conduct. After 
appointment, all directors are provided with 
an information pack and are expected to 
familiarise themselves with the Company’s 
business, strategic plans and objectives, and 
other relevant laws and regulations. This is 
performed on an ongoing basis to ensure that 
directors remain abreast of  changes in 
regulations and the commercial environment.

The board is responsible for relations with 
stakeholders, as well as being accountable to 
them for the performance of  the Company, 
and reporting thereon in a timely and 
transparent manner.

The board includes both executive and 

non-executive directors in order to maintain 

a balance of  power and ensure independent 

unbiased decisions. The board of  directors 

of  ConvergeNet currently consists of  

13 directors, seven of  which are non-

executive, of  which six are independent.

Management supplies the board with the 

Directors shall make further enquiries where 

necessary, and thus shall have unrestricted 

access to all Company information, records, 

documents and property. Not only will the 

board look at the quantitative performance of  

the Company, but also at issues such as 

customer satisfaction, market share, 

environmental performance and other 

relevant issues. The chairman or chief  

adequately briefed prior to board meetings.

Directors have the authority to delegate 

certain of  their duties, either externally or 

internally, in order that they perform their 

reviews these delegations from time to time 

and reports on this to the board.

A general meeting of  the directors shall have 

the power from time to time to appoint 

or as an additional director, provided that 

the total number of  directors shall not at any 

the Articles of  Association, being 20.

INDEPENDENCE OF 
THE BOARD
The roles of  chairman and chief  executive 

by a non-executive director, Sindile Lester 
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Leslie (“Lester”) Peteni. The non-executive 
directors are not appointed under service 
contracts and their remuneration (see 

performance.

The predominance of  non-executive 
directors on the board helps maintain a 
balance of  power and ensure independent 
decision making. The non-executive 
directors offer independent judgement and 
there are no extraneous factors that could 
materially affect their judgement. If  there is 

director (executive or non-executive) 
concerned, after declaring his/her interest 
in terms of  the Companies Act, is excluded 
from the related decision-making process.

APPOINTMENT AND RE-
ELECTION OF THE BOARD
Pieter Willem Johannes Bouwer (Pieter) was 

SLL (“Lester”) Petini, NR (“Ross”) 
Macdonald, Sandile Swana, MI (“Mpho”) 
Scott retire and, being eligible, offer 
themselves for re-election at the annual 
general meeting of  shareholders. 
Curriculum vitae are set out on page 72. 
The Company did not have a nomination 
committee during the year under review due 
to the stage of  development of  the 
Company and the size of  its operations. 
However, the remuneration committee is in 
the process of  being reconstituted as a 
Remuneration and Nomination Committee 
for the forthcoming year.

Appointments to the board are currently 
based on the needs of  the Company as 
assessed from time to time and consideration 

concerned.

ROLE AND FUNCTION  
OF THE BOARD
The memorandum of  incorporation of  the 
Company is the charter which governs the 
directors’ role and responsibilities. The 
board retains full, effective control over the 
Group, provides strategic direction and 
delegates certain powers to management. 
The day-to-day management of  the Group 
is vested in the executive directors.

The board of  directors, determines the 
Company’s purpose and values, ensures that 
the Group complies with codes of  sound 
business practice and has unrestricted right 
of  access to all Company information, 
records, documents and property and 
independent legal advice when required.

The directors recognise that they are 

and internal controls. The executive directors 
are responsible for identifying, analysing, 
reporting and managing Group risk which 
forms part of  their everyday functions. To 
date, no formal evaluation of  the board has 
taken place. However, this will continue to be 
considered as the Group grows.

BOARD COMMITTEES
The Company has four committees, namely 
an audit committee, risk committee, 
remuneration committee and an investment 
committee. These committees report to the 
board of  directors.

AUDIT COMMITTEE
During the year under review, the audit and 
risk committees were split into a separate 
audit committee and separate risk 

were still held on a combined basis.

The composition of  the audit and risk 
committee consisted of  four independent 
non-executive members, namely 
Sandile Swana (chairman), Michelle 
Krastanov, Mpho Scott, and Lester Peteni.

The audit and risk committee was 
reconstituted into the audit committee, 
consisting of  Sandile Swana (chairman), 
Michelle Krastanov, Mpho Scott and Lester 
Peteni, and the risk committee, consisting 
of  Dumisani Tabata, Ben Kekana, 
Danie Bisschoff, Sandile Swana, 
Lerato Mangope, Pieter Bouwer and 
Hanno van Dyk.

King III recommends that the chairman of  
the board should not be the chairman of  
the audit committee and the Company is 
compliant in this regard. The audit committee 
meets at least three times a year and a partner 
of  the external auditor is invited to attend 
meetings. The majority of  the members of  the 

board of  directors of  ConvergeNet has 
unrestricted access to the committee.

The newly adopted audit committee mandate 
provides for, inter alia, the reviewing of  

internal controls, considering the expertise 

overview of  the risks relating to the business 
and industry, accounting policies, the code 
of  ethics, compliance procedures, auditor 
independence, audit fees and reporting 
thereon to the board. The audit committee 
has approved its responsibilities in terms of  
this charter.

RISK COMMITTEE
The risk committee consists of  Dumisani 
Tabata, Ben Kekana, Danie Bisschoff, 
Sandile Swana, Lerato Mangope, 
Pieter Bouwer and Hanno van Dyk.

The risk committee is guided by its seperate 
charter which was approved by the board 
during the year and is required to meet at 
least once per year. The main responsibilities 
of  this committee are to assess, monitor 
and address the risks relating to the business 
and industry.
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REMUNERATION 
COMMITTEE
The remuneration committee consists of  
three non-executive directors, Lester Peteni 
(chairman), Sandile Swana and Mpho Scott.

The committee is responsible for considering 
the remuneration of  the executive directors 
and making recommendations to the board 
in this regard. In determining the 
remuneration of  directors, the committee 
takes heed of  issues such as market norms, 
staff  retention, the performance of  directors, 
balance scorecard issues, share incentive 
scheme considerations and incentives and 
have access to outside consultation if  

consulted. The remuneration committee 
meets at least once a year.

ConvergeNet has entered into service 
contracts with its executive directors. The 
executives’ remuneration has been brought 
into parity with both market related salaries 
as well as certain of  its subsidiaries. All 
non-executive directors are subject to 
retirement by rotation and re-election by 
ConvergeNet shareholders at least once 
every three years in accordance with the 
memorandum of  incorporation.

A share incentive scheme has been established 
as a method of  long-term incentivisation. 
Details thereof  are contained in the directors’ 
report as well as in the remuneration policy 
summary as contained in the notice of  annual 
general meeting included in this annual 
report.

SUSTAINABILITY AND CORPORATE GOVERNANCE REPORT (continued)

INVESTMENT COMMITTEE
The investment committee was established 
in the interests of  effective assessment of  
investment opportunities, proper and 
effective reporting to the board and good 
corporate governance. However, the 
committee has not met during the year 
under review. All investment proposals were 
considered and addressed by the board.

BOARD AND COMMITTEE 
MEETINGS AND 
ATTENDANCE THEREOF
The board meets on a regular basis at least 
every three months. The directors are 
properly briefed in respect of  special 
business prior to board meetings and 
information is timeously provided to enable 
them to give full consideration to all the 
issues being dealt with. The directors do 
make further enquiries where necessary. 

Where required, special sub-committees are 
formed to address areas of  focus.

One strategy session, three board meetings, 
two audit and risk committee meetings, two 
audit only committee meetings, one risk only 
committee meeting and two remuneration 
committee meetings were held during the 

One audit committee meeting, one risk 
committee meeting and one board 
committee meeting were held after the 
year-end and until the date of  this report. 

year-end no investment and dealing 
committee meetings were held. Minutes are 
kept of  all board and committee meetings.

The attendances of  the directors as at 
31 August 2011 for the year under review, 
taking into account their dates of  
appointment, were as follows:

% of  
remuneration

% of  board Number committee Number
meetings of  meetings meetings of  meetings

Director/Committee member attended attended (3) attended attended (2)

SLL Peteni*^ 100 3 100 2
PWJ Bouwer 100 3 n/a n/a
GS Edwards 100 3 n/a n/a
DF Bisschoff 100 3 n/a n/a
H van Dyk 67 2 n/a n/a
MI Scott*^ 67 2 100 2
S Swana*^ 100 3 100 2
KBJ Kekana 100 3 n/a n/a
DM Braine# n/a n/a n/a n/a
NR Macdonald*^ 67 2 n/a n/a
TM Modise 100 3 n/a n/a
DD Tabata* 100 3 n/a n/a
L Mangope*^ 100 3 n/a n/a
MJ Krastanov*^ 100 3 n/a n/a

* Non-Executive, ^ Independent, # Resigned 13 January 2011
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During the year under review, the audit and risk committees were split up into a separate audit committee and separate risk committee. Details 
of  attendance at these committee meetings are as follows:

% of  audit
and risk % of  audit % of  risk

committee Number committee Number committee Number
meetings of  meetings meetings of  meetings meetings of  meetings

Director/Committee member attended attended (2) attended attended (2) attended attended (1)

SLL Peteni*^ 50 1 50 1 n/a n/a
PWJ Bouwer n/a n/a n/a n/a 100 1
GS Edwards n/a n/a n/a n/a n/a n/a
DF Bisschoff n/a n/a n/a n/a 100 1
H van Dyk n/a n/a n/a n/a 100 1
MI Scott*^ n/a n/a n/a n/a n/a n/a
S Swana*^ 100 2 100 2 100 1
KBJ Kekana n/a n/a n/a n/a 100 1
DM Braine# n/a n/a n/a n/a n/a n/a
NR Macdonald*^ n/a n/a n/a n/a n/a n/a
TM Modise n/a n/a n/a n/a n/a n/a
DD Tabata* n/a n/a n/a n/a n/a n/a
L Mangope*^ n/a n/a n/a n/a 100 1
MJ Krastanov*^ 100 2 100 2 100 1

* Non-Executive, ^ Independent, # Resigned 13 January 2011

Another sub-committee was established 
during the year to deal with various other 
issues. The sub-committee comprised of: 
Michelle Krastanov, Lester Peteni 
(chairman), Pieter Bouwer, Danie Bisschoff, 
Hanno van Dyk and Tim Modise. 
The sub-committee met twice during the 
year under review, and all the members, 
apart from Mr Modise who only 
attended one of  the two meetings held, 
were present at each meeting.

All directors, committee members and 
chairmen are encouraged to attend the 
annual general meeting of  the Company.

FEES PAID TO NON-EXECUTIVE DIRECTORS
Fees payable to non-executive directors are determined by the executive directors in consultation 
with the chairman and are approved by the board of  directors. The following fees are proposed 

Other members
Chairman of  committees

Monthly retainer R12 500 R6 000

Board meeting
Attendance fee per meeting R15 000 R7 000

Audit committee
Attendance fee per meeting R15 000 R7 000

Remuneration committee
Attendance fee per meeting R15 000 R7 000

Investment committee
Attendance fee per meeting R15 000 R7 000

Details of  fees paid to non-executive directors for the year ended 31 August 2011 are detailed 
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INTERESTS OF DIRECTORS 
AND OFFICERS

The register of  interests of  directors in 

contracts is available to members of  the 

public on request. The interests (direct and 

indirect) of  directors in the Company’s 

securities as at 31 August 2011 as well as the 

directors dealings during the year under 

review are set out in the directors’ report.

COMPANY SECRETARY
All directors have access to the advice and 

services of  Arcay Client Support (Pty) 

secretary. The board is of  the opinion that 

the management of  Arcay Client Support 

(Pty) Limited has the requisite attributes, 

commitments effectively. The appointment 

or dismissal of  the Company secretary shall 

be decided by the board as a whole and not 

one individual director.

EXTERNAL AUDITORS 
AND AUDIT
The auditors of  the Group are Advoca 

Auditing Inc, (formerly ACT Audit 

Solutions Inc. Chartered Accountants (S.A.)) 

(“Advoca”). Advoca performs an 

independent and objective audit on the 

statements are prepared in terms of  

International Financial Reporting Standards 

(“IFRS”). Interim reports were not audited 

or reviewed by the auditors. The audit 

committee reviews the audit fees for the 

audit. The auditors have unrestricted access 

SUSTAINABILITY AND CORPORATE GOVERNANCE REPORT (continued)

to the audit committee and are invited to all 

audit committee meetings. The re-

appointment of  the auditors or appointment 

of  new auditors is reviewed by the audit 

committee.

An audit committee has been established, 

whose primary objective is to ensure that the 

auditors are considered independent and to 

provide the board with additional assurance 

to assist them in discharging their duties. 

The committee is required to provide 

comfort to the board that adequate and 

and that satisfactory standards of  

governance, reporting and compliance are 

in operation. The committee has set 

principles for recommending the use of  the 

external auditors for non-audit services.

No non-audit services were performed by 

the auditors during the year under review. 

independence of  the auditors.

See accounting and internal controls for the 

directors’ responsibility and role in respect 

of  the audit and accounting records.

ACCOUNTING AND 
INTERNAL CONTROLS
The board is responsible for the Company’s 

control, as well as for maintaining an 

appropriate relationship with the Company’s 

auditors. The board is responsible for 

presenting a balanced and understandable 

price sensitive reports on the Company.

The board has established controls and 

procedures to ensure the accuracy and 

integrity of  the accounting records and 

monitors the Group’s businesses and their 

performance. The controls are designed to 

provide reasonable assurance that assets are 

safeguarded from loss or unauthorised use 

upon for maintaining accountability for 

assets and liabilities and preparing the 

year-end, the audit committee established 

that certain funds of  the Company had been 

used on an unauthorised basis and 

immediate steps were taken to fully 

investigate the matter and remove the 

from the unauthorised use of  funds.

The statement of  directors’ responsibility is 

set out on page 17.

INTERNAL AUDIT
The executive directors conduct an annual 

review of  the Company’s internal controls, 

operational and compliance controls, as well 

as a review of  the risk management policies 

and procedures of  the Company.
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After thorough review of  the Company’s 

internal control processes and the expansion 

of  the Group’s operations, the board 

internal audit process, which would require 
appointment of  an external internal audit 

function due to the constrained resources to 

facilitate the function internally. The board 

approved the external appointment of  Rain 
Inc. during the year as internal auditors of  

the Group.

NON-FINANCIAL MATTERS
ConvergeNet subscribes to the highest 

ethical standards and behaviour in the 

conduct of  its business and related activities, 

and requires total honesty and integrity 

from its directors and employees. 

ConvergeNet expects its shareholders, 

suppliers and partners to subscribe to the 

same high ethical standards.

COMMUNICATIONS WITH 
STAKEHOLDERS
The Group is committed to ongoing and 

effective communication with stakeholders. 

It subscribes to a policy of  open and 

timeous communication in line with JSE 

Limited guidelines, sound corporate 

governance and will manage these through 

an investor relations programme.

EMPLOYMENT, 
DEVELOPMENT AND 
EMPLOYMENT EQUITY
The Company continues to promote a 

culture that provides all employees with 

opportunities to advance to their optimal 

levels of  career development. The Company 

has introduced a group share incentive 

scheme to promote employee participation 

and consultation which has been detailed in 

the remuneration policy summary as 

contained in the notice of  annual general 

meeting included in this annual report.

The Company upholds and supports the 

objectives of  the Employment Equity Act 

and intends implementing various initiatives 

that provide opportunities for all levels of  

staff  within its various developments as they 

become established and will seek to position 

itself  as an employer of  choice, whilst at the 

same time enhancing its participation in 

making South Africa more internationally 

competitive.

The Company’s employment policies are 

designed to provide equal opportunities, 

without discrimination, to all employees.

SUSTAINABILITY 
REPORTING
The Group is committed to high moral, 

ethical and legal standards and expects all 

representatives of  the Group to act in 

accordance with the highest standards of  

personal and professional integrity in all 

aspects of  their activities and to comply with 

all applicable laws, regulations and the 

Group’s policies

The board believes that the Group has 

adhered to the ethical standards during the 

year under review.

The overall well-being of  employees is 

regarded as important and the Company 

encourages its employees to raise any issues 
with the executive directors as well as at 
subsidiary level. From a social perspective, the 

the Police Widows and Orphan Fund and 
supports the reduction of  crime.

From a business perspective the group is 
actively involved in reduction of  energy 
consumption for certain of  its 
telecommunications customers, which are 
expected to have a sustainable positive impact 
on the environment, its customers and the 
Group. In the coming year, the Group will 
also be focusing on expanding its energy 

will have an increased focus on green energy. 
Projects currently under way are the 
introduction of  a SMC battery which is a real 
high temperature battery which will replace 
conventional lead acid batteries and thereby 
reduce the run-time of  air conditioners which 
will result in energy savings and the 
continuous development of  free air cooling 
systems for use by the operators.

environment, systems aimed at reducing 
resource consumption over time are in place 
and the Company is continuously exploring 
ways in which to reduce paper, energy and 
water usage.
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SUSTAINABILITY AND CORPORATE GOVERNANCE REPORT (continued)

PRINCIPLES CONTAINED IN KING III REPORT NOT COMPLIED WITH AND REASONS 
FOR NON-COMPLIANCE

Under review/
Apply Partially apply  do not apply

ETHICAL LEADERSHIP AND CORPORATE CITIZENSHIP
Effective leadership based on an ethical foundation
Responsible corporate citizen
Effective management of  Company’s ethics
Assurance statement on ethics in integrated annual report

BOARDS AND DIRECTORS
The board is the focal point for and custodian of  corporate governance
Strategy, risk, performance and sustainability are inseparable
Directors act in the best interest of  the Company
The chairman of  the board is an independent non-executive director
Framework for the delegation of  authority has been established
The board comprises a balance of  power, with a majority of  non-executive directors, 
 the majority of  who are independent
Directors are appointed through a formal process
Formal induction and ongoing training of  directors is conducted

Regular performance evaluation of  the board, its committees and the individual directors
Appointment of  well-structured committees and oversight of  key functions
An agreed governance framework between the group and its subsidiary boards is in place
Directors and executives are fairly and responsibly remunerated
Remuneration of  directors and senior executives is disclosed
The Company’s remuneration policy is approved by its shareholders

AUDIT COMMITTEE
Effective and independent
Suitably skilled and experienced independent non-executive directors
Chaired by an independent non-executive director
Oversees integrated reporting

Oversees internal audit
Integral to the risk management process
Oversees the external audit process
Reports to the board and shareholders on how it has discharged its duties

COMPLIANCE WITH LAWS, CODES, RULES AND STANDARDS
The board ensures that the Company complies with relevant laws
The board and directors have a working understanding of  the relevance and implications 
 of  non-compliance
Compliance risk forms an integral part of  the Company’s risk management process
The board has delegated to management the implementation of  an effective compliance 
 framework and processes
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Under review/
Apply Partially apply  do not apply

GOVERNING STAKEHOLDER RELATIONSHIPS
Appreciation of  stakeholders’ relationships
There is an appropriate balance between its various stakeholder groupings
Equitable treatment of  stakeholders
Transparent and effective communication to stakeholders
Disputes are resolved effectively and timeously 

THE GOVERNANCE OF INFORMATION TECHNOLOGY
The board is responsible for information technology (IT) governance
IT is aligned with the performance and sustainability objectives of  the Company
Management is responsible for the implementation of  an IT governance framework

IT is an integral part of  the Company’s risk management
IT assets are managed effectively
The risk management committee and audit committee assist the board in carrying out its 
 IT responsibilities

THE GOVERNANCE OF RISK
The board is responsible for the governance of  risk and setting levels of  risk tolerance
The risk management committee assists the board in carrying out its risk responsibilities
The board delegates the process of  risk management to management
The board ensures that risk assessments and monitoring is performed on a continual basis
Frameworks and methodologies are implemented to increase the probability of  anticipating 
 unpredictable risks
Management implements appropriate risk responses
The board receives assurance on the effectiveness of  the risk management process

INTEGRATED REPORTING AND DISCLOSURE
Ensures the integrity of  the Company’s integrated annual report

Sustainability reporting and disclosure is independently assured
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SUSTAINABILITY AND CORPORATE GOVERNANCE REPORT (continued)

CLOSED AND PROHIBITED 
PERIODS
A closed period is exercised by the Group’s 
directors from the date of  the reporting 
period until the Group’s results are 
published on SENS. Additional closed or 
prohibited periods are enforced as required 
in terms of  any corporate activity or when 
directors are in possession of  price sensitive 
information. All the directors are aware of  
the legislation regulating insider trading. A 
record of  dealings by directors in the 
Company’s securities is retained by the 

of  the Company.

TRANSFER OFFICE
Computershare Investor Services (Pty) 
Limited acts as transfer secretaries to the 
Company.

SUSTAINABLE 
DEVELOPMENT STRATEGY
The Group is currently establishing its 
sustainable development strategy which will 
be a work in progress and more detailed in 
the next report.

The following principles have however been 

this strategy:

to consider environmental impact;
forming strong, sustainable relationships 
with stakeholders;
improve relationship with the workforce 
and be fair;
upliftment of  communities in which it 
operates; and
assist in developing small and medium 
enterprises in the various regions.

RISKS
Risk assessments are prepared by 
management and reviewed at each risk 
committee meeting. The following have 

report:

revenue distribution – dependency on 
a few large customers;
retaining key personnel;
new entrants into the market, both 
foreign and local;

political stability.

STAKEHOLDERS
The Group subscribes to an open, timely 
communication policy. Material stakeholders, 
the current engagement methods and 
proposed improvements to the engagement 

Stakeholder Engagement method
Proposed improvement 
to engagement method

Shareholders The ConvergeNet annual general meeting No proposed changes
Media announcements on SENS and in the press
Web site updates
Results presentations

Employees Training initiatives
Incentive schemes

Customers Regular liaison with customers and associated industry bodies

Suppliers Service level agreements

Consumers Web site updates Social networking media

Communities and civil society Support of  Police Widow and Orphans Fund
Web site
Media announcements

Government and industry bodies The Group is a member of  the following industry bodies:
Internet Service Providers’ Association (IPSA)
E-waste Association SA
South African Communication Forum (SACF)
Black Management Forum (BMF)
Information Technology Association (ITA)
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 Report of the 

audit committee
 FOR THE YEAR ENDED 31 AUGUST 2011

The report of the audit committee is 

presented as required by Section 61(8)(a)

(iii) of the Companies Act 78 of 2008.

Functions and responsibilities 
of  the Audit Committee
The role of  the audit committee is to assist 

the board by performing an objective and 

independent review of  the functioning of  

control mechanisms. It exercises its functions 

through close liaison and communication 

with corporate management and the 

external auditors.

The committee is guided by its terms of  

reference, dealing with membership, structure 

and levels of  authority and has the following 

responsibilities:

ensuring compliance with applicable 

legislation and the requirements of  

regulatory authorities;

nominating for appointment a registered 

auditor who, in the opinion of  the audit 

committee, is independent of  the 

Company;

consideration of  the appropriate expertise 

accounting policies, reporting and 

disclosure;

internal and external audit policy 

including determination of  fees and 

terms of  engagement;

ongoing consideration and evaluation of  

the need for an internal audit function 

and audit plans;

review/approval of  external audit plans, 

determination and approval of  any 

non-audit services that the auditor may 

provide to the Company;

compliance with the Code of  Corporate 

Practices and Conduct; and

compliance with the Company’s code 

of  ethics.

The audit committee addressed its 

responsibilities properly in terms of  the 

No changes to the charter were adopted 

the committee has established a policy as 

well as required procedures with regard 

to the use of  the external auditors for 

non-audit services. During the year under 

review no non-audit services were utilised.

The audit committee is in the process of  

reassessing the charter to comply with the 

King III report and the new Companies Act.

Members of  the Audit 
Committee
The audit committee consists of  four 

independent non-executive directors 

as follows:

S Swana (Chairman) SLL Peteni

MI Scott MJ Krastanov

The external auditors, the chief  executive 

invited to attend the audit committee 

meetings. The members of  the audit 

committee have at all times acted in an 

independent manner.

Frequency of  meetings
The committee met four times during the 

additional meetings to be held, when and if  

necessary.

Independence of  external 
audit
One of  the responsibilities of  the audit 

committee was the assessment of  the 

independence of  the auditor. The 

independent of  the Company. The auditor 

independent of  the Company and Group.

Expertise and experience 

As required by JSE Listing Requirements 

appropriate expertise and experience.

Financial statements

statements with the audit committee, and 

the audit committee has reviewed them 

without management or external auditors 

being present. The quality of  the accounting 

policies are discussed with the external 

auditors and a private discussion was held 

with the auditors. The audit committee 

ConvergeNet Holdings Limited to be a fair 

31 August 2011 and of  the results of  the 

for the period ended then, in accordance 

with International Financial Reporting 

Standards and the Companies Act.

S Swana

24 November 2011
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To the members of 

ConvergeNet Holdings Limited

of  ConvergeNet Holdings Limited, which 

comprise the consolidated and separate 

31 August 2011, and the consolidated 

and separate statements of  comprehensive 

for the year then ended, and a summary of  

explanatory notes, and the directors’ report, 

as set out on pages 19 to 63.

DIRECTORS’ 
RESPONSIBILITY FOR THE 
FINANCIAL STATEMENTS
The Company’s directors are responsible for 

the preparation and fair presentation of  

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 

free from material misstatements, whether 

due to fraud or error.

 Report of the 

independent auditors

AUDITOR’S 
RESPONSIBILITY
Our responsibility is to express an opinion on 

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 

from material misstatement.

An audit involves performing procedures to 

obtain audit evidence about the amounts 

The procedures selected depend on the 

auditor’s judgement, including the 

assessment of  the risks of  material 

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 

procedures that are appropriate in the 

circumstance, 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 

statements.

We believe that the audit evidence we have 

provide a basis for our audit opinion.

OPINION

present fairly, in all material respects, the 

of  ConvergeNet Holdings Limited as at 

31 August 2011, and its consolidated and 

year then ended in accordance with 

International Financial Reporting Standards 

and the requirements of  the Companies Act 

of  South Africa

Advoca Auditing Inc.

Registered Auditors

Per: JA van der Merwe

Director

Pretoria, South Africa

24 November 2011
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 Statement of 

directors’ responsibility

The directors are required by the South 

African Companies Act No. 71 of  2008, to 

maintain adequate accounting records and 

are responsible for the content and integrity 

It is their responsibility to ensure that the 

of  affairs of  the Group as at the end of  the 

then ended, in conformity with 

International Financial Reporting 

Standards. The external auditors are 

engaged to express an independent opinion 

accordance with International Financial 

Reporting Standards and are based upon 

appropriate accounting policies and are 

supported by reasonable and prudent 

judgements and estimates.

The directors acknowledge that they are 

ultimately responsible for the system of  

ConvergeNet Group of  Companies (“the 

Group”) and place considerable importance 

on maintaining a strong control 

environment. To enable the directors to 

meet these responsibilities, the board sets 

standards for internal control aimed at 

reducing the risk of  error or loss in a cost 

effective manner. The standards include the 

proper delegation of  responsibilities within a 

accounting procedures and adequate 

segregation of  duties to ensure an 

acceptable level or risk. These controls are 

monitored throughout the Group and all 

employees are required to maintain the 

highest ethical standards in ensuring the 

Group’s business is conducted in a manner 

that in all reasonable circumstances is above 

reproach. The focus of  risk management in 

the Group is on identifying, assessing, 

managing and monitoring all known forms 

of  risk across the Group. While operating 

risk cannot be fully eliminated, the Group 

endeavours to minimise it by ensuring that 

appropriate infrastructure, controls, systems 

and ethical behaviour are applied and 

managed within predetermined procedures 

and constraints.

The directors are of  the opinion, based on 

the information and explanations given by 

management that the system of  internal 

control provides reasonable assurance that 

control can provide only reasonable and not 
absolute assurance against material 
misstatement or loss.

The directors have reviewed the Group’s 

on a going concern basis is appropriate.

pages 24 to 63, which have been prepared 
on the going concern basis, were prepared 
by Mr DF Bisschoff  CA(SA) on the date 
stated below and were signed on the board’s 
behalf  by:

SLL Peteni

PWJ Bouwer

Centurion
24 November 2011
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 Declaration by 

company secretary

In terms of  section 88 (e) of  the Companies Act (71 of  2008) (“Act”), we certify that, to the best of  our knowledge and belief, the Company has 

public company in terms of  the aforesaid Act, and that all such returns are true, correct and up to date.

Arcay Client Support (Pty) Limited
Reg No 1998/025284/07

24 November 2011
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TO THE MEMBERS OF CONVERGENET 
HOLDINGS LIMITED

THE DIRECTORS HAVE PLEASURE IN 
PRESENTING THE ANNUAL FINANCIAL 
STATEMENTS OF THE COMPANY AND 
THE GROUP FOR THE YEAR ENDED 
31 AUGUST 2011.

NATURE OF BUSINESS
ConvergeNet Holdings Limited is the 

holding company for the interests of  

the ConvergeNet Group which provides 

information, communication and 

telecommunication (“ICT”) infrastructure 

products and solutions as well as ancillary 

support and managed services.

FINANCIAL RESULTS
During the year, trading conditions 

improved. Revenue increased by 31% to 

margin decreased from 30.8% to 23.9% 

compared to the corresponding period, as a 

result of  increased competition and a change 

in the business mix. As a result of  cost saving 

initiatives, operating expenditure decreased 

by 2% to R220.882 million compared to the 

from continuing operations decreased by 

0.4% to R27.243 million compared to the 

corresponding period. Basic earnings per 

share from continuing operations increased 

by 33.0% to 2.66 cents and headline 

 Directors’

report

earnings per share from continuing 

operations increased by 143% to 2.70 cents 

compared to the corresponding period.

31 August 2011 was R30.892 million (2010: 

R23.557 million (2010: R25.575 million), 

representing basic earnings per ordinary share 

of  2.66 cents (2010: 2.89 cents) and headline 

earnings per ordinary share of  2.70 cents 

(2010: 1.98 cents) based on the weighted 

average number of  shares in issue of  

885 225 634 (2010: 885 444 513).

Company sold a controlling interest in 

FutureCell and accordingly this year’s 

attributable to ConvergeNet`s remaining 

associates.

strong with the only interest-bearing debt 

being those relating to mortgage bonds on 

certain properties and, primarily as the 

result of  the FutureCell sale in the previous 

per share increased by 13.2% to 30.9 cents 

per share (2010: 27.3 cents per share).

CORPORATE ACTIVITY 
DURING THE YEAR
With effect from 1 September 2010, 
ConvergeNet acquired an additional 20% 
interest in Structured Connectivity Solutions 

(Pty) Limited (“SCS”) for a purchase 
consideration of  R300 000 and an additional 
15% in Xdsl Networking (Pty) Limited 
(“Xdsl”) for a purchase consideration of  
R667 771. These purchase considerations 
were settled in cash.

Following the above, ConvergeNet now has 
a 90% interest in SCS and a 66% interest in 
Xdsl.

On 1 December 2010, ConvergeNet 
shareholders approved the acquisition of  an 
additional 15% interest in Sizwe Africa IT 
Group (Proprietary) Limited (“Sizwe Africa 
IT”), taking its shareholding in Sizwe Africa 
IT up to 75%. The acquisition price of  
R18 million was settled in cash.

These activities did not result in any additional 
goodwill recognition, as control was already 
affected before the activities took place.

ISSUE AND REPURCHASE 
OF SHARES
There has been no issue of  shares during 
the year ended 31 August 2011 and up to 
the date of  this report.

During the year, a subsidiary company has 
repurchased two million shares in the 
market at a cost of  R 0.5 million. These 
shares are held as treasury shares by the 
subsidiary company.
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DIRECTORS’ REPORT (continued)

INTEREST IN SUBSIDIARIES

The attributable interest of  the Company in the income and losses of  its subsidiaries since the effective date of  
acquisition thereof  for the year ended 31 August 2011 is:

2011 2010
R’000 R’000

25 172 21 552
Aggregate amount of  losses after taxation (5 192) (9 958)

DIRECTOR CHANGES
David Braine resigned as a director on 13 January 2011. No other director changes occurred during the period under 
review and to the date of  this report.

DIRECTORS’ INTERESTS AND SHARE DEALINGS

as well as the comparative totals for the year ended 31 August 2010**, held directly or indirectly were as follows:

2011 2010
Director Direct Indirect Total % Total %

SLL Peteni* 8 000 000 45 084 509 53 084 509 5.80 43 584 509 4.76
PWJ Bouwer - 18 999 999 18 999 999 2.08 18 999 999 2.08
DF Bisschoff 3 650 000 - 3 650 000 0.40 3 650 000 0.40
DM Braine®  -  - - - 1 092 560 0.12
GS Edwards  -  - - 3 374 500 0.37
KBJ Kekana* - 96 144 954 96 144 954 10.55 95 111 354 10.39
NR Macdonald#  - 3 562 500 3 562 500 0.56 5 062 500 0.56
TM Modise - 63 503 259 63 503 259 6.94 62 573 259 6.84
MI Scott# - - - - – –
S Swana# - - - - – –
H van Dyk 33 900 48 471 973 48 471 973 5.30 46 750 733 5.11
MJ Krastanov# 1 586 216 - 1 586 216 0.17 1 586 216 0.17
DD Tabata* - 10 826 575 10 826 575 1.18 10 826 575 1.18
L Mangope# - - - - – –

Total 13 270 116 286 593 769 299 863 885 32.98 292 612 205 31.98

# Independent non-executive, * Non-executive, ® Resigned 13 January 2011
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A record of  the changes to directors’ interests in the share capital of  the Company between 1 September 2010 and 31 August 2011 is maintained 
by the Company secretary. The following share dealings during the year under review are disclosed as follows:

Nature of Director/ Number of
Date Director Purchase/Sale securities Price Indirect ordinary shares

26/11/2010 H van Dyk Purchase Ordinary shares R0.25 Indirect 200 000
26/11/2010 KBJ Kekana Purchase Ordinary shares R0.22 Indirect 38 760
26/11/2010 H van Dyk Purchase Ordinary shares R0.22 Indirect 18 870
26/11/2010 TM Modise Purchase Ordinary shares R0.22 Indirect 25 500
26/11/2010 KBJ Kekana Purchase Ordinary shares R0.23 Indirect 6 840
26/11/2010 H van Dyk Purchase Ordinary shares R0.23 Indirect 3 330
26/11/2010 TM Modise Purchase Ordinary shares R0.23 Indirect 4 500
8/12/2010 H van Dyk Purchase Ordinary shares R0.22 Indirect 75 800
9/12/2010 H van Dyk Purchase Ordinary shares R0.22 Indirect 179 148
10/12/2010 H van Dyk Purchase Ordinary shares R0.21 Indirect 983 500
15/12/2010 H van Dyk Purchase Ordinary shares R0.22 Indirect 125 000
22/12/2010 H van Dyk Purchase Ordinary shares R0.20 Indirect 10 000
22/12/2010 H van Dyk Purchase Ordinary shares R0.23 Indirect 65 000
6/01/2011 H van Dyk Purchase Ordinary shares R0.20 Indirect 481 000
6/01/2011 KBJ Kekana Purchase Ordinary shares R0.20 Indirect 988 000
6/01/2011 TM Modise Purchase Ordinary shares R0.20 Indirect 650 000
6/01/2011 GS Edwards Sale Ordinary shares R0.20 Indirect 2 600 000
23/02/2011 H van Dyk Purchase Ordinary shares R0.21 Indirect 249 485
23/02/2011 H van Dyk Purchase Ordinary shares R0.22 Indirect 515
30/05/2011 H van Dyk Sale Ordinary shares R0.26 Indirect 454 500
31/05/2011 H van Dyk Sale Ordinary shares R0.24 Indirect 63 000
31/05/2011 H van Dyk Sale Ordinary shares R0.25 Indirect 25 000
31/05/2011 H van Dyk Sale Ordinary shares R0.26 Indirect 77 000
31/05/2011 H van Dyk Sale Ordinary shares R0.28 Indirect 10 000
1/06/2011 H van Dyk Sale Ordinary shares R0.27 Indirect 200 000
6/06/2011 H van Dyk Sale Ordinary shares R0.25 Indirect 250 000
6/06/2011 H van Dyk Sale Ordinary shares R0.26 Indirect 125 000
4/08/2011 H van Dyk Purchase Ordinary shares R0.22 Indirect 45 000
4/08/2011 H van Dyk Purchase Ordinary shares R0.23 Indirect 16 000
5/08/2011 SLL Peteni Purchase Ordinary shares R0.22 Indirect 1 137 000
11/08/2011 H van Dyk Purchase Ordinary shares R0.22 Indirect 18 637
11/08/2011 H van Dyk Purchase Ordinary shares R0.23 Indirect 19 500
11/08/2011 H van Dyk Purchase Ordinary shares R0.24 Indirect 36 863
16/08/2011 H van Dyk Purchase Ordinary shares R0.20 Indirect 115 600
16/08/2011 H van Dyk Purchase Ordinary shares R0.23 Indirect 11 900
17/08/2011 H van Dyk Purchase Ordinary shares R0.20 Indirect 107 114
18/08/2011 SLL Peteni Purchase Ordinary shares R0.20 Indirect 83 636
18/08/2011 SLL Peteni Purchase Ordinary shares R0.22 Indirect 20 000
19/08/2011 SLL Peteni Purchase Ordinary shares R0.23 Indirect 90 000
19/08/2011 SLL Peteni Purchase Ordinary shares R0.24 Indirect 97 500
19/08/2011 SLL Peteni Purchase Ordinary shares R0.25 Indirect 571 864
23/08/2011 DF Bisschoff Sale Ordinary shares R0.25 Direct 800 000
29/08/2011 H van Dyk Purchase Ordinary shares R0.25 Indirect 50 000
30/08/2011 H van Dyk Purchase Ordinary shares R0.24 Indirect 72 000
30/08/2011 H van Dyk Purchase Ordinary shares R0.25 Indirect 3 000
31/08/2011 H van Dyk Purchase Ordinary shares R0.24 Indirect 150 000
31/08/2011 H van Dyk Purchase Ordinary shares R0.25 Indirect 2 500
31/08/2011 H van Dyk Purchase Ordinary shares R0.26 Indirect 2 500

There has been no change in directors’ interests in the share capital subsequent to 31 August 2011 until the date of  this report.
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DIRECTORS’ REPORT (continued)

DIRECTORS EMOLUMENTS
The emoluments of  executive and 

non-executive directors are determined by 

the Group’s remuneration committee. 

Further information relating to the earnings 

of  directors is provided in note 27 of  the 

FORFEITABLE SHARE PLAN
The Company has a forfeiture share plan 

(“FSP”) which was also approved by 

shareholders in general meeting on 

18 January 2008. The FSP is governed by, 

and is the responsibility of, the remuneration 

committee and is limited by an aggregated 

number of  shares to be allocated at any 

one time as was approved by shareholders. 

This FSP is ongoing and continues to be 

implemented throughout the Group. There 

were no shares allocated to key employees 

during the year ended 31 August 2011.

During the year 3 887 756 shares were 

forfeited in terms of  the rules of  the FSP. 

These shares are held as treasury shares 

and the subsidiary company had the right 

to re-issue them to employees in terms of  

the FSP. 

COMPANY SECRETARY
The Company secretary, represented by 

Arcay Client Support (Proprietary) Limited, 

has not changed during the period under 

review. MJ Krastanov has a 4.999% direct 

Support (Proprietary) Limited. The board 

that the services rendered and fees earned in 

relation to company secretarial services are 

as a director of  the Company.

AUDITORS
Advoca Auditing Inc, (formerly ACT Audit 

Solutions Inc. Chartered Accountants (S.A.)), 

has been appointed as the Company’s 

auditors for the year ended 31 August 2011. 

in accordance with the Companies Act, 71 of  

2008 with Mr Jacques van der Merwe as 

designated auditor. The audit committee is 

auditors of  the Group.

SHARE CAPITAL
The authorised and issued share capital of  

the Company as at 31 August 2011 is set out 

statements. As at 31 August 2011, there 

were 915 115 941 issued ordinary shares 

and 84 884 059 unissued ordinary shares.

DIVIDEND
The declaration of  cash dividends will 

continue to be considered by the board in 

conjunction with an evaluation of  current 

and future funding requirements and will be 

adjusted to levels considered appropriate at 

the time of  declaration. The directors have 

decided to declare a maiden dividend of  1.5 

cents per share for the year under review.

LITIGATION
There are no proceedings which may be 

pending or threatened, which may have, or 

which have had a material effect on the 

Shareholders are however advised of  an 

ongoing dispute with regard to, inter alia, a 

loan receivable which is being addressed by 

a sub-committee which committee has been 

mandated by the board to deal with the 

resolution of  this dispute and which 
sub-committee has met twice during the 
year under review. The sub-committee and 

there is no material threat or contingent 
liability for the Group. Any further 
developments in this regard will be 
communicated to the market if  so required.

Shareholders are also advised that the 
liquidators of  Choice Technologies had 
instituted a claim against ConvergeNet for 
losses incurred by the liquidators as a result 
of  ConvergeNet’s decision not to proceed 
with a Section 311 (under the old 
Companies Act (61 of  1973)) scheme of  
arrangements due to the fact that certain 

liquidators opposed. On 15 November 
2011, after hearing the case, a draft order 
was issued by the court in favour of  
ConvergeNet and the liquidators were also 
ordered to pay the cost of  the exception 
including the cost of  its senior council.

SPECIAL RESOLUTIONS
Other than the general authority to 
repurchase shares, which resolution was 
passed at the previous annual general 
meeting, no special resolutions were 
approved during the year under review.   

CORPORATE GOVERNANCE
The directors subscribe to the values 
of  corporate governance as embodied in the 
King III report on Corporate Governance. 
Details of  the Group’s compliance with the 
Code of  Corporate Practices and Conduct 
as contained in the King III Report appear 
are contained in the Sustainability and 
Corporate Governance Report.
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SUBSEQUENT EVENTS 
AFTER THE BALANCE SHEET 
DATE

amounts owing, by Yellow Star  Group 

Holdings (Pty) Limited, to the Company’s 

major subsidiary Sizwe Africa IT Group 

other trade receivables. The board of   

directors has authorised the Sizwe Africa IT 

Group (Pty) Limited’s board of  directors to 

enter into a formal loan agreement with 

Yellow Star Group  Holdings (Pty) Limited 

and obtain appropriate security and sureties 

for the loan.

There are no other subsequent events that 

require reporting as at the date of  this 

annual report other than those already 

FUTURE PROSPECTS
There continues to be substantial demand for 

the Group’s products, solutions and services. 

The board is cautiously optimistic about the 

next period and expects to improve earnings 

and strengthen the annuity income as a 

result of  newly awarded contracts. The 

the fundamentals of  the businesses remain 

sound and the Group will continue to 

strategic growth areas.

APPROVAL OF THE ANNUAL 
FINANCIAL STATEMENTS 
AND GOING CONCERN 
STATEMENT

this report have been prepared in 

accordance with statements of  International 

Financial Reporting Standards (“IFRS”), 

the Listings Requirements of  the JSE 

Limited and in the manner required by the 

South African Companies Act, 2008, and 

are based on appropriate accounting 

policies, consistently applied, which are 

supported by reasonable and prudent 

judgement and estimates.

The directors of  the Company are responsible 

that fairly present the state of  affairs and the 

results of  the Company and the Group. To 

enable the board to meet these responsibilities, 

systems of  internal control and accounting 

and information and information systems 

have been implemented aimed at providing 

reasonable assurance that risk of  error, fraud 

or loss is reduced.

Particulars relating to the role and function 

of  the audit committee are set out in the 

Sustainability and Corporate Governance 

report on pages 6 to 14. Based on the 

information given by management and on the 

report by the independent auditors on the 

results of  their audit, the directors are of  the 

opinion that the internal accounting controls 

may be relied upon for the preparation of  the 

accountability for assets and liabilities. It is the 

opinion of  the directors that the annual 

position of  the Company and of  the Group as 

at 31 August 2011.

To the best of  its knowledge and belief, 

based on the above and after making 

that it has every reason to believe that the 

Company and the Group have adequate 
resources in place to continue in operational 
existence for the foreseeable future. For this 
reason, the board adopted the going-
concern basis in preparing the annual 

ended 31 August 2011 which appear on 
pages 24 to 63 were approved by the board 
on 24 November 2011 and are signed on its 
behalf.

 
 
 
 
 
PWJ Bouwer

 
 
 
 
 
DF Bisschoff
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Group Company

Restated
2011 2010 2011 2010

Notes R’000 R’000 R’000 R’000

ASSETS
Non-current assets 339 249 322 010 450 487 444 835

Property, plant and equipment 2 35 424 28 638 157 275
Goodwill 3 184 816 184 893 – –
Intangible assets 4 14 467 21 693 – –
Investments in subsidiaries 5 – – 378 740 377 772
Investments in associates 6 36 155 26 347 21 263 21 263

8 42 385 37 346 42 385 37 346
Deferred taxation 9 26 002 23 093 7 942 8 179

Current assets 415 418 405 494 57 523 60 094

Inventories 10 85 981 78 166 – –
Loans to subsidiaries, associates and other related parties 7 332 – 43 222 29 866

8 6 168 19 867 126 11 084
Current tax receivable 3 410 3 122 – –
Trade and other receivables 11 252 566 227 155 126 1 325
Cash and cash equivalents 12 66 961 77 184 14 049 17 819

TOTAL ASSETS 754 667 727 504 508 010 504 929

EQUITY AND LIABILITIES
Total equity 546 394 513 065 490 393 489 999

Shareholders’ equity 13 482 238 456 073 490 393 489 999
Non-controlling interest 64 156 56 992 – –

Liabilities
Non-current liabilities 30 066 28 323 16 186 12 292

14 21 124 17 507 14 519 10 625
Finance lease obligation 15 1 039 1 446 – –
Operating lease liability 30 1 738 1 077 – –
Deferred taxation 9 6 165 8 293 1 667 1 667

Current liabilities 178 207 186 116 1 431 2 638

Vendors for acquisition 29 – 4 063 – 1 902
Loans from subsidiaries, associates and other related parties 7 – – 500 282

14 1 652 3 596 – –
Current tax payable 4 794 5 453 – –
Finance lease obligation 15 841 778 – –
Provisions 16 6 677 5 478 – –
Trade and other payables 17 163 803 152 253 931 454
Bank overdraft 12 440 14 495 – –

Total liabilities 208 273 214 439 17 617 14 930

TOTAL EQUITY AND LIABILITIES 754 667 727 504 508 010 504 929

 Statement of 

financial position
 AS AT 31 AUGUST 2011
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Group Company

Restated
2011 2010 2011 2010

Notes R’000 R’000 R’000 R’000

Continuing operations
Revenue 18 1 029 363 784 325 4 617 7 768
Cost of  sales (782 987) (542 373) (3 640) (5 820)

246 376 241 952 977 1 948
Other income 1 749 11 409 13 18 983
Operating expenses (220 882) (226 007) (3 221) (7 676)

19 27 243 27 354 (2 231) 13 255
Finance income 20 4 293 5 122 2 960 1 230
Dividends received – – – 22 940

9 360 2 709 – –
Finance costs 21 (2 284) (4 522) (98) (386)

38 612 30 663 631 37 039
Taxation 22 (7 720) (4 967) (237) 1 774

30 892 25 696 394 38 813
Discontinued operations

28 – 10 606 – –

30 892 36 302 394 38 813
Other comprehensive income – – – –

Total comprehensive income for the year 30 892 36 302 394 38 813

Attributable to:
Equity holders of  the parent 23 557 25 575 394 38 813

23 557 17 727 394 38 813
– 7 848 – –

Non-controlling interests 7 335 10 727 – –

7 335 7 969 – –
– 2 758 – –

30 892 36 302 394 38 813

Earnings per share 31
Basic earnings per ordinary share (cents) 2.66 2.89

From continuing operations 2.66 2.00
From discontinued operations – 0.89

Diluted basic earnings per ordinary share (cents) 2.65 2.86

From continuing operations 2.65 1.98
From discontinued operations – 0.88

 Statement of 

comprehensive income
 FOR THE YEAR ENDED 31 AUGUST 2011
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Transactions Total
Share with non- attributable to Non-

capital and Retained Revaluation controlling equity holders controlling Total
premium earnings reserve shareholders of  the parent interests equity

R’000 R’000 R’000 R’000 R’000 R’000 R’000

Group
Balance at 1 September 2009 409 429 71 111 137 (56 241) 424 436 85 817 510 253
Total comprehensive income for the year – 25 575 – – 25 575 10 727 36 302
Expenses recognised directly in equity (8) – – – (8) – (8)
Issue of  treasury shares in terms of  forfeitable
 share plan 9 555 – – – 9 555 – 9 555
Dividend to non-controlling shareholders – – – – – (8 487) (8 487)
Transactions with non-controlling shareholders – – – (2 760) (2 760) (25 919) (28 679)
Acquisition of  businesses 4 850 – – – 4 850 – 4 850
Subsidiary sold – – – – – (5 146) (5 146)
Own shares acquired by subsidiaries, held as
 treasury shares (5 575) – – – (5 575) – (5 575)

Balance at 31 August 2010 418 251 96 686 137 (59 001) 456 073 56 992 513 065
Total comprehensive income for the year – 23 557 – – 23 557 7 335 30 892
Issue of  treasury shares in terms of  forfeitable 
 share plan 3 905 – – – 3 905 – 3 905
Shares forfeited in terms of  forfeitable share plan 3 810 – – – 3 810 – 3 810
Dividend to non-controlling shareholders – – – – – – –
Transactions with non-controlling shareholders – – – (797) (797) (171) (968)
Own shares acquired by subsidiaries, held as 
 treasury shares (4 310) – – – (4 310) – (4 310)

Balance at 31 August 2011 421 656 120 243 137 (59 798) 482 238 64 156 546 394

Notes 13 13 13

Company
Balance at 1 September 2009 430 690 15 654 – – 446 344 – 446 344
Total comprehensive income for the year – 38 813 – – 38 813 – 38 813
Expenses recognised directly in equity (8) – – – (8) – (8)
Acquisition of  businesses 4 850 – – – 4 850 – 4 850

Balance at 31 August 2010 (Restated) 435 532 54 467 – – 489 999 – 489 999
Total comprehensive income for the year – 394 – – 394 – 394

Balance at 31 August 2011 435 532 54 861 – – 490 393 – 490 393

Notes 13

 Statement of

changes in equity
 FOR THE YEAR ENDED 31 AUGUST 2011
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Group Company

2011 2010 2011 2010
Notes R’000 R’000 R’000 R’000

Operating activities
Continuing operations
Cash generated from/(utilised in) operations 24 25 277 (48) (437) (4 061)
Dividends received 1 820 – – 22 940
Finance income 3 148 5 024 1 815 1 132
Finance costs (2 186) (4 327) – (191)
Tax paid 25 (13 704) (25 418) – –
Discontinued operations – 9 268 – –

 operating activities 14 355 (15 501) 1 378 19 820

Investing activities
Continuing operations
Additions to property, plant and equipment 2 (14 011) (13 431) – –
Proceeds on disposal of  property, plant and equipment 2 583 4 904 – –
Acquisition of  subsidiaries and associates (2 268) (8) – –

13 699 368 10 958 –
Own shares bought by subsidiaries (500) (5 405) – –
Disposal of  subsidiaries and businesses – 32 793 – 38 203
Other loans advanced (332) – – (3)
Discontinued operations – (2 294) – –

 investing activities (2 829) 16 927 10 958 38 200

Financing activities
Continuing operations
Loans advanced to group companies – – (13 138) (23 239)
Repayment of  loans from group companies – 3 980 – –
Transaction with non-controlling shareholders (968) (21 138) (968) (18 000)
Repayment of  vendor claims (4 161) – (2 000) –

(2 221) (1 766) – –
Finance leases - paid (344) (271) – –
Dividends paid 26 – (5 627) – –
Discontinued operations – (2 926) – –

(7 694) (27 748) (16 106) (41 239)

3 832 (26 322) (3 770) 16 781
Cash at the beginning of  the year 62 689 89 011 17 819 1 038

Total cash at end of  the year 12 66 521 62 689 14 049 17 819

 Statement of 

cash flows
 FOR THE YEAR ENDED 31 AUGUST 2011
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1. STATEMENT OF 
COMPLIANCE

been prepared in accordance with 
International Financial Reporting Standards 
of  the International Accounting Standards 
Board, the JSE listing requirements and the 
Companies Act 71 of  2008.

1.1 Basis of  preparation

been prepared on the historical cost basis, 
except for the measurement of  certain 
Financial Instruments and Land and 
Buildings which are measured at fair value, 
and incorporate the principal accounting 
policies set out below. They are presented in 
South African Rands.

These accounting policies are consistent with 
those applied in the previous period, except 
for the changes set out below:

Adoption of  new and revised 
standards and interpretations

has adopted all the new, revised or amended 
accounting standards and interpretations as 
issued by the IASB, that are relevant to its 
operations, which were effective for the Group 
from 1 September 2010.

The adoption of  the new and revised 
accounting standards and interpretations, 
had no material impact on the results of  the 
Group, are as follows:

Amendment to IFRS 2 – Group 
Cash-settled Share-based Payment 
Transactions

  The amendment incorporates the 
principles of  IFRIC 8 (AC 441) Scope of  
IFRS 2 and IFRIC 11 (AC 444) IFRS 2 
Group and Treasury Share Transactions, 
which have consequentially been removed. 

 Accounting

policies
 FOR THE YEAR ENDED 31 AUGUST 2011

In addition, the amendment provides that 
for share-based payment transactions 
among Group entities, the entity receiving 
the goods or services shall recognise the 
transaction as an equity settled Share-based 
payment transaction if  either the awards 
granted are its own equity instruments or 
the entity has no obligation to settle the 
transaction. In all other circumstances, such 
transactions shall be accounted for as cash 
settled Share-based payment transactions.

2009 Annual Improvements Project: 
Amendments to IFRS 5 Non-current 
Assets Held for Sale and Discontinued 
Operations

of  other standards do not apply to 
non-current assets (or disposal groups) held 
for sale or discontinued operations, unless 

for measurement disclosures of  assets and 
liabilities in a disposal group which are 
outside the measurement requirements of  
IFRS 5 (AC 142) Non-current Assets Held 
for Sale and Discontinued Operations.

2009 Annual Improvements Project: 
Amendments to IAS 1 Presentation 
of  Financial Statements

which could, at the option of  the 
counterparty, result in its settlement by the 
issue equity instruments, does not affect its 

2009 Annual Improvements Project: 
Amendments to IAS 7 Statement of  
Cash Flows

  The amendment provides that expenditure 

investing activities’ if  it resulted in the 
recognition of  an asset on the statement of  

2009 Annual Improvements Project: 
Amendments to IAS 17 Leases

  The amendment removes the guidance that 
leases of  land, where title does not transfer, 
are operating leases. The amendment 

land be assessed in the same manner as for 
all leases. The amendment is to be applied 
retrospectively, unless the information is not 
available. In these cases, existing leases shall 
be reconsidered based on facts and 
circumstances existing at the date of  
adoption of  the amendment. The lease 
asset and lease liability shall, in these cases 
be recognised at their fair values on that 
date, with any difference in those fair values 
recognised in retained earnings.

2009 Annual Improvements Project: 
Amendments to IAS 36 Impairment 
of  Assets

  The amendment now requires that, for 
the purpose of  goodwill testing, each 
group of  units to which goodwill is 
allocated shall not be larger than an 

5 of  IFRS 8 (AC 145) Operating 
Segments. Thus the determination is now 
required to be made before operating 
segments are aggregated.

2009 Annual Improvements Project: 
Amendments to IAS 39 Financial 
Instruments: Recognition and 
Measurement

  In terms of  the amendment, forward 
contracts to buy or sell an acquiree that will 
result in a business combination in the 
future, are only exempt from the Standard if  
the term of  the contract does not exceed 
that which is reasonably necessary to obtain 
the required approval and complete the 
transaction. The amendment further 
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forecast transaction, gains or losses should be 

period in which the hedged forecast cash 

closely related to the host contract unless the 
exercise price is approximately equal to the 
present value of  the lost interest for the 
remaining term of  the host contract.

May 2010 Annual Improvements to 
IFRS’s: Amendments to IAS 27 
Consolidated and Separate Financial 
Statements

  The amendment deals with transition 
requirements for amendments arising as a 
result of  IAS 27 Consolidated and 
Separate Financial Statements.

Standards and interpretations issued 
but not yet effective

May 2010 Annual Improvements to 
IFRS’s:
 – Amendments to IFRS 3 Business 

Combinations
 – Amendments to IFRS 7 Financial 

Instruments: Disclosures
 – Amendments to IAS 1 Presentation of  

Financial Statements
IAS 34 Interim Financial Reporting
IAS 24 Related Parties Disclosure 
(Revised)
2010 Annual Improvements to IFRS’s:
 – Amendments to IFRS 7 Financial 

Instruments : Disclosures
 – Amendments to IAS 1 Presentation of  

Financial Statements
IFRS 9 Financial Instruments
IFRS 10 Consolidated Financial 
Statements
IFRS 12 Disclosure of  Interests in Other 
Entities
IFRS 13 Fair Value Measurement

IAS 27 Consolidated and Separate 
Financial Statements
IAS 28 Investments in Associates
IFRS 11 Joint Arrangements
IAS 12 Income Taxes

The directors anticipate that all of  the above 
standards and interpretations will be adopted 

period commencing after 1 September 2011.

The impact of  these standards are currently 
being assessed, however based on the 
evaluation, management does not expect these 
standards, amendments and interpretations to 

and disclosures.

1.2 Key assumptions made 
by management in applying 
accounting policies

statements, management is required to make 
judgements, estimates and assumptions that 
affect the amounts represented in the 

Use of  available information and the 
application of  judgement are inherent in the 
formation of  estimates. Actual results in the 
future could 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.

The following are the key assumptions 
concerning the future, and other key areas of  
estimation included in the Group’s 

adjustment to the carrying amount of  assets 

Estimates made in determining the 
recoverable amount of  acquired intangible 
assets included in the Statement of  
Financial Position at R14.467 million 
(2010: R21.693 million). 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 

rates of  the asset or cash-generating units 
to which these assets belong;
Estimates in determining the recoverable 
amount of  goodwill included in the 
Statement of  Financial Position at 
R184.816 million (2010: R184.893 
million). The Group continually assesses 
the carrying value of  its goodwill 
recognised as part of  historical acquisitions. 
This requires an estimation of  the value in 

and discount rates of  the asset or 
cash-generating units to which these assets 
belong. Similar to acquired intangible assets 
this requires an estimation of  the value in 
use of  the cash generating unit to which the 
goodwill is allocated. Estimates in 
determining the probability of  future 
taxable income thereby justifying the 
recognition of  deferred tax assets included 
in the Statement of  Financial Position at 
R26.002 million (2010: R23.093 million);
Estimates regarding the measurement of  

assumptions made are provided in note 34;
Estimates made in determining the level 
of  provision required for obsolete 
inventory and bad debts in Note 10 and 
11 respectively.

1.3 Business combinations and 
basis of  consolidation

Company and all entities which are 
controlled by the Company.

Control exists when the Company has the 
power to govern the decision making and 

The results of  subsidiaries are included in the 

effective date of  acquisition to the effective 
date of  disposal.

Adjustments are made when necessary to the 
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their accounting policies in line with those of  
the Company.

All intra-group transactions, balances, income 
and expenses are eliminated in full on 
consolidation.

Non-controlling interests in the net assets of  

recognised separately from the Company’s 
interest therein within equity. Losses of  
subsidiaries attributable to non-controlling 
interests are allocated to the non-controlling 
interest even if  this results in a debit balance.

Transactions which result in changes in 
ownership levels, where the Company has 
control of  the subsidiary both before and 
after the transaction are regarded as 
equity transactions and are recognised 
directly in equity.

When the Company loses control over a 
subsidiary, it derecognises the assets (including 
any goodwill) and liabilities of  the subsidiary at 
their carrying amounts as well as the carrying 
amount of  any non-controlling interest in the 
former subsidiary at the date when control is 
lost (including any components of  other 
comprehensive income attributable).

The Company recognises any investment 
retained in the former subsidiary at its fair 
value at the date when control is lost and any 

or loss attributable to the parent.

1.4 Property plant and equipment
The cost of  an item of  property, plant and 
equipment is recognised as an asset when:

Group; and
the cost of  the item can be measured 
reliably.

Property, plant and equipment is initially 
measured at cost.

Costs include costs incurred initially to 
acquire or construct an item of  property, 
plant and equipment and costs incurred 

ACCOUNTING POLICIES (continued)

subsequently to add to, replace part of, or 
service it when relevant to major 
refurbishment of  a component resulting in 
derecognition of  existing component and 
recognition of  refurbishment costs.

If  a replacement cost is recognised in the 
carrying amount of  an item of  property, plant 
and equipment, the carrying amount of  the 
replaced part is derecognised.

Property, plant and equipment is carried at cost 
less accumulated depreciation and any 
accumulated impairment losses except for land 
and buildings which are carried at revalued 
amounts, being the fair value at the date of  
revaluation less any subsequent accumulated 
depreciation and subsequent accumulated 
impairment losses.

each component of  an asset on a straight-line 
basis over its expected useful lives to estimated 
residual values. Land is not depreciated. The 
current estimated useful lives for the current 
and comparative periods are as follows:

Buildings 50 years

Motor vehicles 5 years

IT equipment 3 years

The residual value, the estimated useful life 
and depreciation method of  each asset are 
reviewed at the end of  each reporting period.

Each component of  an item of  property, 
plant and equipment with a cost that is 

item shall be depreciated separately.

The depreciation charge for each period is 

in the carrying amount of  another asset.

The gain or loss arising from the 
derecognition of  an item of  property, plant 

when the item is derecognised. The gain or 
loss arising from the derecognition of  an item 
of  property, plant and equipment is 
determined as the difference between the net 

disposal proceeds, if  any, and the carrying 
amount of  the item.

regularity to ensure that the carrying amount 
does not differ materially from the fair value at 
the end of  the reporting period. The fair value 
is determined from market based evidence by 
appraisal and is undertaken by professional 

depreciation at the date of  the revaluation is 
eliminated against the gross carrying amount 
of  the asset and the net amount is restated to 
the revalued amount of  the asset.

If  the carrying amount is increased as a result 
of  a revaluation, the increase is recognised in 
other comprehensive income and accumulated 
in equity as a revaluation surplus. However, 

the extent that it reverses a previous 

If  the carrying amount is decreased as a result 
of  a revaluation, the decrease is recognised in 

reverses any gains previously recognised in 
other comprehensive income. The decrease 
recognised in other comprehensive income 
reduces the amount accumulated in equity as 
a revaluation surplus.

The revaluation surplus in equity related to a 

equipment is transferred directly to retained 
earnings when the asset is derecognised.

1.5 Goodwill
The Group accounts for business combinations 
using the acquisition method of  accounting. 
The cost of  the business combination is 
measured as the aggregate of  the fair values of  
assets given, liabilities incurred or assumed and 
equity instruments issued. Costs directly 
attributable to the business combination are 
expensed as incurred, except the costs to issue 
debt which are amortised as part of  the 
effective interest and costs to issue equity which 
are recognised in equity.
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Contingent consideration is included in the 
cost of  the combination at fair value as at the 
date of  acquisition when it is considered 
probable. Subsequent changes to the fair value 
of  assets, liabilities or equity which are given as 
contingent consideration do not affect the 
consideration transferred, unless they are valid 
measurement period adjustments.

and contingent liabilities which meet the 
recognition conditions of  IFRS 3 Business 
Combinations are recognised at fair value at 
acquisition date.

Contingent liabilities are only included in the 

where there is a present obligation at 
acquisition date and are measured at fair value.

On acquisition, the Group assesses the 

purposes. This excludes lease agreements and 

remains as per their inception date.

Non-controlling interest arising from a 
business combination is measured either at its 
share of  the fair value of  the net assets 
acquired or at its fair value. The treatment is 
not an accounting policy choice but is 
selected for each individual business 
combination. In cases where the Group held 
a non-controlling shareholding in the 
acquiree prior to obtaining control, that 
interest is re-measured to fair value at 
acquisition date. Any gain or loss on the 

Goodwill is determined as the difference 
between the consideration paid, plus the fair 
value of  any shareholding held prior to 
obtaining control, plus non-controlling 
interest and less the fair value of  the 

acquiree. Negative goodwill is recognised 

Goodwill acquired in a business combination 
is, from the acquisition date, allocated to each 

of  the cash generating units, or groups of  
cash generating units, that are expected to 

combination.

Goodwill is not amortised but is tested on an 
annual basis for impairment. If  goodwill is 
assessed to be impaired the impairment loss is 

cannot subsequently be reversed.

Bargain purchase is determined when the 

liabilities of  the acquiree exceeds the 
consideration paid, plus the fair value of  any 
shareholding held prior the obtaining control, 
plus non-controlling interest. The resulting 

acquisition date.

1.6 Intangible assets
Intangible assets include those assets acquired 

combination including marketing related 
items such as patents, trademarks and trade 
names; technology related items like 
computer software; and customer related 
items amongst other items.

An intangible asset is recognised when:

the entity has control over it;
it is probable that the expected future 

the cost of  the asset can be measured 
reliably.

Intangible assets are initially measured at cost 
except for those acquired in a business 
combination which are measure at fair value 
at acquisition date.

Expenditure on research or on the research 
phase of  an internal project is recognised as 
an expense when it is incurred.

An intangible asset arising from development 
or from the development phase of  an internal 
project shall be recognised if, and only if, an 
entity can demonstrate all of  the following:

the technical feasibility of  completing the 
intangible asset so that it will be available 
for use or sale;
its intention to complete the intangible 
asset and use or sell it;
its ability to use or sell the intangible asset;
how the intangible asset will generate 

other things, the entity can demonstrate 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;
the availability of  adequate technical, 

the development and to use or sell the 
intangible asset; and
its ability to measure reliably the 
expenditure attributable to the intangible 
asset during its development.

Intangible assets are carried at cost less any 
accumulated amortisation and any 
impairment losses.

An intangible asset is regarded as having an 

relevant factors, there is no foreseeable limit to 
the period over which the asset is expected to 

provided for these intangible assets. For all 
other intangible assets amortisation is provided 
on a straight line basis over their useful life. 
The current estimated useful lives for the 
current and comparative periods are as 
follows:

Patents, trademarks, trade names 
and other intangible assets 10 years
Computer software 5 to 7 years
Customer related 3 to 5 years

The amortisation period and the amortisation 
method for intangible assets are reviewed at 
the end of  each reporting period.

Reassessing the useful life of  an intangible 

indicator that the asset may be impaired. As a 
result, the entity tests the asset for impairment 
by comparing its recoverable amount, 
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determined in accordance with IAS 36, with 
its carrying amount, and recognising any 
excess of  the carrying amount over the 
recoverable amount as an impairment loss.

Internally generated brands, mastheads, 
publishing titles, customer lists and items 
similar in substance are not recognised as 
intangible assets.

The gain or loss arising from the derecognition 

loss and is determined as the difference 
between the net proceeds, if  any, and the 
carrying amount of  the asset.

1.7 Investments in subsidiaries

statements, investments in subsidiaries are 
carried at cost, except when the investment is 

recognised at the lower of  the carrying 
amount and fair value less costs to sell.

1.8 Investments in associates
An associate is an entity, including an 
unincorporated entity, over which the 

which it has neither control nor joint control. 

policy decisions of  the investee but is not 
control or joint control over those policies.

An investment in associate is accounted for 
using the equity method in the consolidated 

discontinued operations which are recognised 
at the lower of  the carrying amount and fair 
value less costs to sell. Under the equity 
method, investments in associates are carried in 

at cost adjusted for the Company’s share of  

comprehensive income and impairments.

Losses in an associate in excess of  the 
Company’s interest in that associate are 
recognised only to the extent that the 

ACCOUNTING POLICIES (continued)

Company has incurred a legal or constructive 
obligation to make payments on behalf  of  the 
associate. Any goodwill on acquisition of  an 
associate is included in the carrying amount 
of  the investment, however, any excess of  the 
investor’s share of  the net fair value of  the 

over the cost of  the investment is included as 
income in the determination of  the investor’s 

period in which the investment is acquired.

Company and an associate are eliminated to 
the extent of  the Company’s interest therein.

1.9 Financial instruments

or loss – designated;
Loans and receivables; and
Financial liabilities at amortised cost.

obtained/incurred and takes place at initial 
recognition.

Initial recognition and measurement
Financial instruments are recognised initially 
when the Group becomes party to the 
contractual provisions of  the instrument.
Financial instruments are initially measured 
at fair value, which includes transaction costs, 
except for those items recognised at fair value 

Subsequent measurement
Financial instruments at fair value through 

fair value, with gains and losses arising from 

loss for the period.

dividends and interest.

Loans and receivables are subsequently 
measured at amortised cost, using the 
effective interest method, less accumulated 
impairment losses.

Financial liabilities at amortised cost are 
subsequently measured at amortised cost, 
using the effective interest rate method.

Fair value determination

instruments are based on current bid prices. 

(and for unlisted securities), the Group 
establishes fair value by using valuation 
techniques. These include the use of  recent 
arm’s length transactions, reference to other 
instruments that are substantially the same, 

pricing models making maximum use of  
market inputs and relying as little as possible 

associates and other related parties
These include loans to/(from) holding 
companies, fellow subsidiaries, subsidiaries, 
joint ventures, associates and other related 
parties and are recognised initially at fair 
value plus direct transaction costs.

loans and receivables.

Loans from subsidiaries, associates and other 

liabilities

Impairment is measured as the difference 
between the investment’s carrying amount 
and the present value of  estimated future 

rate computed at initial recognition.

Impairment losses are reversed in subsequent 
periods when an increase in the investment’s 
recoverable amount can be related objectively 
to an event occurring after the impairment 
was recognised, subject to the restriction that 
the carrying amount of  the investment at the 
date the impairment is reversed shall not 
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exceed what the amortised cost would have 
been had the impairment not been 
recognised.

Trade and other receivables
Trade receivables are measured at initial 
recognition at fair value. Appropriate 
allowances for estimated irrecoverable 

there is objective evidence that the asset is 
impaired. The allowance recognised is 
measured as the difference between the asset’s 
carrying amount and the present value of  

original effective interest rate computed at 
initial recognition.

loans and receivables.

Trade and other payables
Trade payables are initially measured at fair 
value.

Cash and cash equivalents
Cash and cash equivalents comprise cash on 
hand, demand deposits and other short-term 
highly liquid investments that are readily 
convertible to a known amount of  cash and 

in value. These are initially recognised at fair 
value and subsequently at amortised cost.

Bank overdraft and borrowings
Bank overdrafts and borrowings are initially 
measured at fair value, and are subsequently 
measured at amortised cost, using the 
effective interest rate method. Any difference 
between the proceeds (net of  transaction 
costs) and the settlement or redemption of  
borrowings is recognised over the term of  the 
borrowings in accordance with the Group’s 
accounting policy for borrowing costs.

At each reporting date the Group assesses all 

impaired.

loss.

Reversals of  impairment losses are recognised 

recognised in other comprehensive income.

Derecognition
Financial assets are derecognised when the 

investments have expired or have been 
transferred and the Group has transferred 
substantially all risks and rewards of  
ownership.

1.10 Taxation

Current taxation
Current taxation comprises tax payable 
calculated on the basis of  the estimated 
taxable income for the year, using the tax 
rates enacted or substantively enacted at the 
reporting date, and any adjustment of  tax 
payable for previous years.

Deferred taxation
Deferred taxation is provided using the 
balance sheet method based on temporary 
differences. Temporary differences are 
differences between carrying amounts of  

purposes and their tax base. The amount of  
deferred taxation provided is based on the 
expected manner of  realisation or settlement 
of  the carrying amount of  assets and 
liabilities using tax rates enacted or 
substantively enacted at the reporting date.

A deferred tax liability is recognised for all 
taxable temporary differences, except to the 
extent that the deferred tax liability arises 
from the initial recognition of  goodwill in a 
business combination or, an asset or liability 
in a transaction which is not a business 
combination and at the time of  the 

A deferred tax asset is recognised to the 

will be available against which the deductible 
temporary difference can be utilised. A 
deferred tax asset is not recognised when it 
arises from the initial recognition of  an asset 
or liability in a transaction which is not a 
business combination and at the time of  the 

A deferred tax liability is recognised for all 
taxable temporary differences arising from 
investments in subsidiaries, branches and 
associates, and interest in joint ventures, to 
the extent that the ability to control the 
timing of  the reversal of  the temporary 
difference exists and it is probable that the 
temporary difference will not reverse in the 
foreseeable future.

A deferred tax asset is recognised for all 
deductible temporary differences arising from 
investments in subsidiaries, branches and 
associates, and interest in joint ventures, to 
the extent that the temporary difference will 
be reversed in the foreseeable future and 

the temporary difference can be utilised.

A deferred tax asset is recognised for the 
carry forward of  unused tax losses and 
unused tax credits to the extent that it is 

available against which the unused tax losses 
and unused tax credits can be utilised.

Deferred tax assets and deferred tax liabilities 
are not discounted.

The carrying amount of  a deferred tax asset 
is reviewed at the end of  the reporting period. 
The carrying amount of  a deferred tax asset 
is reduced to the extent that it is no longer 

that deferred tax asset to be utilised. Any such 
reduction is reversed to the extent that it 
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Current and deferred taxes are recognised as 

loss for the period, except to the extent that the 
tax arises from:

a transaction or event which is recognised, 
in the same or a different period, in other 
comprehensive income,
a transaction or event which is recognised, 
in the same or a different period, directly 
in equity, or
a business combination.

Current tax assets and current tax liabilities 
are offset when the Group has a legally 
enforceable right to offset the recognised 
amounts and intends either to settle on a net 
basis, or to realise the asset and settle the 
liability simultaneously.

Deferred tax assets and deferred tax liabilities 
are offset when the Group has a legally 
enforceable right to offset the current tax 
assets and current tax liabilities and the 
deferred tax assets and the deferred tax 
liabilities relate to income taxes levied the 
same taxation authority on either the same 
taxable entity or different taxable entities 
which intend to settle current tax liabilities 
and assets on a net basis, or to realise the 
assets and settle the liabilities simultaneously, 

amounts of  deferred tax liabilities or assets are 
expected to be settled or recovered.

Withholding tax paid or payable to taxation 
authorities on dividends paid to shareholders 
is charged to equity as part of  the dividends.

1.11 Leases

transfers substantially all the risks and 
rewards incidental to ownership. All other 

initially recognised as assets and liabilities in 
the Statement of  Financial Position at 
amounts equal to the fair value of  the leased 
items or, if  lower, the present value of  the 
minimum lease payments. The corresponding 

ACCOUNTING POLICIES (continued)

liability to the lessor is included in the 

lease obligation.

The discount rate used in calculating the 
present value of  the minimum lease payments 
is the interest rate implicit in the lease. Any 
initial direct costs of  the lessee are added to 
the amount recognised as an asset.

Subsequently the minimum lease payments 

and reduction of  the outstanding liability. 
Depreciation relating to assets subject to 

depreciable assets which are owned. If  there 
is no reasonable certainty that the lessee will 
obtain ownership by the end of  the lease 
term, the asset is fully depreciated over the 
shorter of  the lease term and its useful life.

determinable escalation are recognised as an 
expense on a straight-line basis over the lease 
term. The difference between the amounts 
recognised as an expense and the contractual 
payments is recognised as an operating lease 
liability/asset which is not discounted. Any 
contingent payments are expensed in the 
period in which they are incurred.

1.12 Inventories
The Group measures inventories at the lower 
of  cost and net realisable value on the 

relating to ICT Support Services included in 
the IT Infrastructure Technology Solutions 
Segment, which are measured on the 
weighted average basis.

Net realisable value is the estimated selling 
price in the ordinary course of  business less 
the estimated costs of  completion and the 
estimated costs necessary to make the sale.

The cost of  inventories comprises of  all costs 
of  purchase, costs of  conversion and other 
costs incurred in bringing the inventories to 
their present location and condition.

When inventories are sold, the carrying 
amount of  those inventories is recognised as 

an expense in the period in which the related 
revenue is recognised. The amount of  any 
write-down of  inventories to net realisable 
value and all losses of  inventories are 
recognised as an expense in the period the 
write-down or loss occurs. The amount of  
any reversal of  any write-down of  
inventories, arising from an increase in net 
realisable value, is recognised as a reduction 
in the amount of  inventories recognised as an 
expense in the period in which the reversal 
occurs.

1.13 Impairment of  assets
The Group assesses at each reporting period 
whether there is any indication that an asset 
may be impaired. If  any such indication 
exists, the Group estimates the recoverable 
amount of  the asset which is the higher of  it 
fair value less costs to sell and its value in use.

If  there is any indication that an asset may be 
impaired, the recoverable amount is 
estimated for the individual asset. If  it is not 
possible to estimate the recoverable amount 
of  the individual asset, the recoverable 
amount of  the cash generating unit to which 
the asset belongs is determined.

If  the recoverable amount of  an asset is less 
than its carrying amount, the carrying 
amount of  the asset is reduced to its 
recoverable amount. That reduction is an 
impairment loss and is recognised 

loss is recognised for cash generating units if  
the recoverable amount of  the unit is less 
than the carrying amount of  the units. The 
impairment loss is allocated to reduce the 
carrying amount of  the assets of  the unit in 
the following order:

goodwill allocated to the cash generating 
unit; and
then to the other assets of  the unit, pro 
rata on the basis of  the carrying amount 
of  each asset in the unit.

The Group assesses at each reporting date 
whether there is any indication that an 
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impairment loss recognised in prior periods 
for assets other than goodwill may no longer 
exist or may have decreased. If  any such 
indication exists, the recoverable amounts of  
those assets are estimated.

The increased carrying amount of  an asset 
other than goodwill attributable to a reversal 
of  an impairment loss does not exceed the 
carrying amount that would have been 
determined had no impairment loss been 
recognised for the asset in prior periods.

A reversal of  an impairment loss of  assets 
carried at cost less accumulated depreciation 
or amortisation other than goodwill is 

reversal of  an impairment loss of  a revalued 
asset is treated as a revaluation increase.

1.14 Share capital and equity
An equity instrument is any contract that 
evidences a residual interest in the assets of  
an entity after deducting all of  its liabilities.

If  the Group reacquires its own equity 
instruments, those instruments are deducted 
from equity. No gain or loss is recognised in 

cancellation of  the Group’s own equity 
instruments. Consideration paid or received 
shall be recognised directly in equity. 
Repurchased shares held by subsidiaries 

as a deduction from total equity on 
consolidation.

1.15 Provisions and contingencies
Provisions are recognised when:

the Group has a present obligation (legal 
or constructive) as a result of  a past event; 

required to settle the obligation; and
a reliable estimate can be made of  the 
obligation.

The amount recognised as a provision is the 
best estimate of  the expenditure required to 
settle the obligation at the end of  the 

reporting period. Where the effect of  time 
value of  money is material, the provision shall 
be measured as the present value of  the 
expenditure expected to be required to settle 
the obligation.

Where some or all of  the expenditure 
required to settle a provision is expected to 
be reimbursed by another party, the 
reimbursement shall be recognised when, 
and only when, it is virtually certain that 
reimbursement will be received if  the entity 
settles the obligation. The reimbursement 
shall be treated as a separate asset. The 
amount recognised for the reimbursement 
shall not exceed the amount of  the provision. 
The expense relating to a provision may be 
presented net of  the amount recognised for 
a reimbursement.

If  an entity has a contract that is onerous, the 
present obligation under the contract shall be 
recognised and measured as a provision.

Contingent assets and contingent liabilities 
are not recognised.

1.16 Revenue recognition
Revenue from the sale of  goods is recognised 
when all the following conditions have been 

the Group has transferred to the buyer the 

of  the goods;
the Group retains neither continuing 
managerial involvement to the degree 
usually associated with ownership nor 
effective control over the goods sold;
the amount of  revenue can be measured 
reliably;

the Group; and
the costs incurred or to be incurred in 
respect of  the transaction can be 
measured reliably.

When the outcome of  a transaction involving 
the rendering of  services can be estimated 
reliably, revenue associated with the 

transaction is recognised by reference to the 
stage of  completion of  the transaction at the 
end of  the reporting period. The outcome of  a 
transaction can be estimated reliably when all 

the amount of  revenue can be measured 
reliably;

the Group;
the stage of  completion of  the transaction 
at the end of  the reporting period can be 
measured reliably; and
the costs incurred for the transaction and 
the costs to complete the transaction can 
be measured reliably.

When the outcome of  the transaction 
involving the rendering of  services cannot be 
estimated reliably, revenue shall be recognised 
only to the extent of  the expenses recognised 
that are recoverable.

Service revenue is recognised by reference to 
the stage of  completion of  the transaction at 
the end of  the reporting period. Stage of  
completion is determined by services 
performed to date as a percentage of  total 
services to be performed.

Revenue is measured at the fair value of  the 
consideration received or receivable and 
represents the amounts receivable for goods 
and services provided in the normal course of  
business, net of  trade discounts, volume 
rebates and value added tax.

the effective interest rate method.

when the Group’s right to receive payment 
has been established.

(those payable within 12 months after the 
service is rendered, such as paid vacation leave 
and sick leave, bonuses, and non monetary 
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the period in which the service is rendered and 
are not discounted.

The expected cost of  compensated absences is 
recognised as an expense as the employees 
render services that increase their entitlement 
or, in the case of  non-accumulating absences, 
when the absence occurs.

payments is recognised as an expense when 
there is a legal or constructive obligation to 
make such payments as a result of  past 
performance.

they fall due.

Payments made to industry managed 

obligation under the schemes is equivalent 

1.18 Borrowing costs

Borrowing costs are recognised as an expense 
in the period in which they are incurred.

1.19 Foreign currency transactions

A foreign currency transaction is recorded, 
on initial recognition in Rand (the functional 
currency) by applying to the foreign currency 
amount the spot exchange rate between the 
functional currency and the foreign currency 
at the date of  the transaction.

At the end of  the reporting period monetary 
items are translated using the closing rate.

ACCOUNTING POLICIES (continued)

Exchange differences arising on the 
settlement of  monetary items or on 
translating monetary items at rates different 
from those at which they were translated on 
initial recognition during the period or in 

which they arise.

1.20 Share-based payments 
transactions

Group share-based payment 
transactions - equity settled

The Group has an equity-settled share-based 
incentive scheme that is granted to certain 
employees of  the subsidiaries in terms of  its 
Forfeitable Share Plan (“FSP”).

The fair value of  shares granted to employees 
is measured at grant date and recognised as an 
employee expense with a corresponding 
increase in equity over the period during 
which the employees are required to provide 
services to the Group in order to become 
unconditionally entitled to the equity 
instruments.

Fair value is measured as being the volume 
weighted average price of  a share as quoted 

immediately preceding the date on which a 
grant is made. Expected dividends and any 
other features were not incorporated into the 
measurement of  fair value.

1.21 Operating segments

An operating segment is a component of  the 
Group:

that engages in business activities from 
which it may earn revenues and incur 

expenses (including revenues and expenses 
relating to transactions with other 
components of  the same entity);
whose operating results are regularly 
reviewed by the entity’s chief  operating 
decision maker to make decisions about 
resources to be allocated to the segment 
and assess its performance; and

available.

The Group shall report separately 
information about an operating segment that 
meets any of  the following quantitative 
thresholds:

its reported revenue, including both sales 
to external customers and intersegment 
sales or transfers, is 10 per cent or more of  
the combined revenue, internal and 
external, of  all operating segments;

or loss is 10 per cent or more of  the 
greater, in absolute amount, of  (i) the 

segments that did not report a loss and (ii) 
the combined reported loss of  all 
operating segments that reported a loss; 
and
its assets are 10 per cent or more of  the 
combined assets of  all operating segments.

Operating segments that do not meet any of  
the quantitative thresholds may be considered 
reportable, and separately disclosed, if  
management believes that information about 
the segment would be useful to users of  the 
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 Notes to the 

financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011

2011 2010
Accumulated Accumulated
depreciation depreciation

Cost/ and Carrying Cost/ and Carrying
R’000 Valuation impairments value Valuation impairments value

2. PROPERTY, PLANT AND EQUIPMENT
Group
Land 4 704 (322) 4 382 4 704 (322) 4 382
Buildings 6 998 (638) 6 360 6 986 (532) 6 454
Plant and equipment 2 804 (1 449) 1 355 2 342 (896) 1 446

4 890 (1 806) 3 084 4 488 (1 528) 2 960
Motor vehicles 7 545 (2 866) 4 679 7 229 (3 054) 4 175

814 (569) 245 772 (484) 288
IT equipment 29 624 (14 305) 15 319 19 377 (10 444) 8 933

Total 57 379 (21 955) 35 424 45 898 (17 260) 28 638

For depreciation rates, refer to accounting policies on page 30.

Company
496 (340) 156 496 (252) 244
132 (131) 1 132 (105) 27

IT equipment 21 (21) – 21 (17) 4

Total 649 (492) 157 649 (374) 275

For depreciation rates, refer to accounting policies on page 30.

  the market value method. Had Land and Buildings not been revalued the carrying amount would have been R7.484 million and 
R7.428 million respectively.
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2. PROPERTY, PLANT AND EQUIPMENT (continued)

Plant and Furniture Motor IT
Land Buildings equipment vehicles equipment equipment Total
R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

Reconciliation of  property, 
plant and equipment
Group
Balance 1 September 2009 4 382 6 542 997 3 175 5 554 585 6 525 27 760
Additions – 72 1 031 1 439 3 218 44 7 627 13 431
Disposals – – – (1 030) (3 227) (203) (2 157) (6 617)
Derecognition on disposal 
of  subsidiary – – – (121) (522) (5) (215) (863)
Depreciation – (160) (582) (503) (848) (133) (2 847) (5 073)

Balance 31 August 2010 4 382 6 454 1 446 2 960 4 175 288 8 933 28 638

Additions – 29 508 640 1 776 63 10 995 14 011
Disposals – (17) (46) (69) (599) (12) (368) (1 111)
Depreciation – (106) (553) (447) (673) (94) (4 241) (6 114)

Balance 31 August 2011 4 382 6 360 1 355 3 084 4 679 245 15 319 35 424

Company
Balance 1 September 2009 – – – 332 – 63 10 405
Depreciation – – – (88) – (36) (6) (130)

Balance 31 August 2010 – – – 244 – 27 4 275

Disposals – – – – – – (1) (1)
Depreciation – – – (88) – (26) (3) (117)

Balance 31 August 2011 – – – 156 – 1 – 157

Encumberment of  property, plant and equipment
Land and buildings are encumbered as security for a liability of  R6.766 million. (See note 14)

The remaining period of  the liability is between 11 and 17 years.

Collection can also be demanded on default of  payments.

2011 2010
R’000 R’000

Motor vehicles 2 081 2 142

The remaining period of  the liability is between two and three years.

Collection can also be demanded on default of  payments.

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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2011 2010
R’000 R’000

3. GOODWILL – Group
Carrying amount 184 893 184 893
Accumulated impairment (77) –

184 816 184 893

Movement in goodwill
Carrying value at beginning of  year 184 893 247 651
Acquisition of  businesses – 36
Impairment (77) –
Disposal of  subsidiary – (62 794)

Carrying value at end of  year 184 816 184 893

Goodwill acquired through business combinations has been attributed to individual cash-generating units. The carrying amount of  goodwill was 

 
 

Based on these projections, the value of  these units exceeds the carrying value of  goodwill and the underlying assets at year-end and therefore 
 no impairment was considered necessary, other than the impairment of  R77 000 that relates to the deregistration of  Sizwe Call Centre 
 (Pty) Limited in the current year.

2011 2010
Accumulated Carrying Accumulated Carrying

R’000 Cost amortisation value Cost amortisation value

4. INTANGIBLE ASSETS – Group
Patents, trademarks, trade names  
 and other intangibles 4 019 (1 838) 2 181 4 019 (1 403) 2 616
Computer software 706 (600) 106 706 (459) 247
Customer related 37 514 (25 334) 12 180 37 514 (18 684) 18 830

42 239 (27 772) 14 467 42 239 (20 546) 21 693

Reconciliation of  intangible assets

Opening Disposal of Closing
R’000 balance subsidiary Amortisation balance

Group 2011
Patents, trademarks, trade names  
 and other intangibles 2 616 – (435) 2 181
Computer software 247 – (141) 106
Customer related 18 830 – (6 650) 12 180

21 693 – (7 226) 14 467

Group 2010
Patents, trademarks, trade names  
 and other intangibles 7 141 (3 670) (855) 2 616
Computer software 1 060 (567) (246) 247
Customer related 26 546 – (7 716) 18 830

34 747 (4 237) (8 817) 21 693
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5. INVESTMENTS IN SUBSIDIARIES

Issued % voting % voting Carrying Carrying
share power held power held amount amount

capital 2011 2010 2011 2010
Name of  company (R) Held by R’000 R’000

Sizwe Africa IT Group (Pty) Limited 11 200 ConvergeNet Holdings Limited 75 75 134 393 129 068
Structured Connectivity Solutions
 (Pty) Limited 100 ConvergeNet Holdings Limited 90 70 28 627 28 327
Telesto Communications (Pty) Limited 1 000 ConvergeNet Holdings Limited 100 100 40 932 40 932
ConvergeNet SA (Pty) Limited 100 ConvergeNet Holdings Limited 100 100 6 880 6 880
X-DSL Networking Solutions (Pty) Limited 200 ConvergeNet Holdings Limited 66 51 5 668 5 000
ConvergeNet Management Services
 (Pty) Limited 100 ConvergeNet Holdings Limited 100 100 3 200 3 200
ConvergeCom (Pty) Limited 100 ConvergeNet Holdings Limited 100 100 – –
Chrystalpine Investments 9 (Pty) Limited 100 ConvergeNet Holdings Limited 74 74 147 140 147 140
Northbound Communication Solutions
 (Pty) Limited 100 ConvergeNet Holdings Limited 70 70 – –
NetXcom ICT Solutions (Pty) Limited 100 ConvergeNet Holdings Limited 70 70 – –
Andrews Kit (Pty) Limited 100 Chrystalpine Investments 9 (Pty) Limited 100 100 11 900 11 900
X-DSL Web Solutions (Pty) Limited 100 X-DSL Networking Solutions (Pty) Limited 51 51 – –
Navix Distribution (Pty) Limited 100 ConvergeNet SA (Pty) Limited 100 100 – –
Smart Box Support Services (Pty) Limited 100 Sizwe Africa IT Group (Pty) Limited 100 100 – 2 048
Sizwe Business Networking (Pty) Limited 12 569 902 Sizwe Africa IT Group (Pty) Limited 100 100 – 2 048
Sizwe Infrastructure Technology
 (Pty) Limited 100 Sizwe Africa IT Group (Pty) Limited 100 100 – –
ConvergeNet Networks (Pty) Limited 100 Sizwe Africa IT Group (Pty) Limited 100 100 – –
EQ Tickets (Pty) Limited 100 Sizwe Africa IT Group (Pty Limited 74 74 – –
Commercial Infrastructure Developments
 (Pty) Limited

100 Structured Connectivity Solutions
 (Pty) Limited

0 50 – –

Sizwe Call Centre (Pty) Limited 100 Smart Box Support Services (Pty) Limited 100 100 – –
Koba IT Solutions (Pty) Limited 100 Sizwe Business Networking (Pty) Limited 40 40 – –
Koba IT Solutions (Pty) Limited 100 Sizwe Africa IT Group (Pty) Limited 60 60 – –
Tekanyo IT Services (Pty) Limited* 100 Sizwe Business Networking (Pty) Limited 50 50 – –
Setsibi IT Support Services (Pty) Limited 100 Sizwe Business Networking (Pty) Limited 60 60 – –
Mantella Trading 634 (Pty) Limited* 100 Sizwe Business Networking (Pty) Limited 40 40 – –
Inzuzu IT Consulting (Pty) Limited* 100 Sizwe Business Networking (Pty) Limited 40 40 – –
PG Computer Services (Pty) Limited* 100 Sizwe Business Networking (Pty) Limited 50 50 – –
Leboa IT Solutions (Pty) Limited 120 Sizwe Business Networking (Pty) Limited 55 55 – –
Travel Mall (Pty) Limited 100 Sizwe Business Networking (Pty) Limited 45 45 – –
Travel Mall (Pty) Limited 100 Sizwe Africa IT Group (Pty) Limited 55 55 – –
Isiqina Computer Services (Pty) Limited* 100 Sizwe Business Networking (Pty) Limited 50 50 – –
Intelligent Facilities Management
 (Pty) Limited 100 Sizwe Business Networking (Pty) Limited 100 100 – 1 229
Nectere Networks (Pty) Limited* 100 ConvergeNet Networks (Pty) Limited 50 50 – –
Interface Network Technology
 (Pty) Limited 100 Sizwe Business Networking (Pty) Limited 51 51 – –

378 740 377 772

The carrying amounts of  subsidiaries are shown net of  impairment losses.

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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6. INVESTMENTS IN ASSOCIATES

% voting % voting Carrying Carrying
power held power held amount amount

2011 2010 2011 2010
R’000 R’000

Group
CSI Thabile Networking Solutions (Pty) Limited 26 26 3 629 4 384
FutureCell (Pty) Limited 20 20 30 258 21 963
Fleek Consulting (Pty) Limited 26 0 2 268 -

36 155 26 347

Company
FutureCell (Pty) Limited 20 20 21 263 21 263

The carrying amounts of  associates are shown net of  impairment losses.

Fair value
The fair value of  the investment retained in FutureCell (Pty) Limited has been measured at the fair value at the 
date when control was lost.

Prior period error
In 2010, there was an error in the application of  the accounting policy in measuring investment in associate in 

per the accounting policy. The Company separate comparatives have been restated accordingly. The effect of  
the restatement is summarised below, there is no impact in on Group results whatsoever.

Effect on
2010

(700)

(700)

Decrease in investments in associates (700)

Decrease in shareholders’ equity (700)

Summary of  Group’s interest in associates
Total assets 93 428 48 084
Total liabilities (17 588) (12 692)
Revenue 133 051 91 413

45 640 21 420
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Group Company

2011 2010 2011 2010

R’000 R’000 R’000 R’000

7.
 AND OTHER RELATED PARTIES
Subsidiaries
Sizwe Africa IT Group (Pty) Limited – – 602 (91)
Navix Distribution (Pty) Limited – – 12 077 7 971
ConvergeNet SA (Pty) Limited – – 116 116
ConvergeNet Management Services (Pty) Limited – – 14 364 9 705
Structured Connectivity Solutions (Pty) Limited – – 7 782 8 082
Chrystalpine Investments 9 (Pty) Limited – – 264 264
Andrews Kit (Pty) Limited – – – (191)
X-DSL Networking Solutions (Pty) Limited – – 2 712 1 647
Northbound Communication Solutions (Pty) Limited – – 3 559 1 616
NetXcom ICT Solutions (Pty) Limited – – 1 744 462
ConvergeCom (Pty) Limited – – 2 3
Telesto Communications (Pty) Limited – – (500) –

– – 42 722 29 584

These loans are unsecured, bear interest at rates as determined from time 
 to time and are repayable as and when funds are available.

Associates and other related parties
Fleek Consulting (Pty) Limited 332 – – –

332 – – –

332 – 42 722 29 584

Current assets 332 – 43 222 29 866
Current liabilities – – (500) (282)

332 – 42 722 29 584

8. OTHER FINANCIAL ASSETS
Put option against Pepkor Retail Limited (See note 28) 14 519 10 625 14 519 10 625
Pepkor Retail Limited (See note 28) 15 866 14 721 15 866 14 721
Standard Bank of  SA 325 – – –
Trinity Asset Management (Pty) Limited 12 000 12 000 12 000 12 000

This loan has been converted to a long term loan in 2010 and was supposed to
  be secured by an undertaking for the Pledge and Cession of  11 111 111 

shares in the issued share capital of  the Company. This loan bears interest at 
the prime rate and was repayable on or before 31 August 2013.

Subsequent to year end the loan agreement has been cancelled due to the
  non-provision of  the said securities. This loan is now due and payable. Legal 

steps are being taken to recover the loan.

Nology (Pty) Limited 1 500 3 900 – –
Other 4 343 4 884 126 1

These loans are unsecured, bear interest at rates as determined from time

Pepkor Retail Limited (See note 28) – 11 083 – 11 083

48 553 57 213 42 511 48 430

Non-current assets 42 385 37 346 42 385 37 346
Current assets 6 168 19 867 126 11 084

48 553 57 213 42 511 48 430

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

9. DEFERRED TAXATION
The tax effect of  temporary differences of  the Company and subsidiary companies 
 resulted in deferred tax assets and liabilities. There is probable assurance that 

Estimated tax losses 11 002 8 570 1 896 1 824
Revaluations (575) (575) – –
Provision against equity 6 622 5 489 – –
Leases 503 329 – –
Provisions 1 691 1 802 – –
Secondary tax on companies 6 184 6 086 5 742 5 742
Other 105 817 304 613
Capital gains tax on sale of  subsidiary (1 667) (1 667) (1 667) (1 667)
Intangible assets (4 028) (6 051) – –

19 837 14 800 6 275 6 512

The above balance comprise:
Deferred tax assets 26 002 23 093 7 942 8 179
Deferred tax liabilities (6 165) (8 293) (1 667) (1 667)

19 837 14 800 6 275 6 512

Deferred taxation movement
Balance at the beginning of  the year 14 800 4 823 6 512 4 738
Reversing temporary differences arising on businesses disposed  
 of  during the year – 1 414 – –
Reversing/(originating)  temporary differences as charged to the 
 income statement (See note 22) 5 037 8 563 (237) 1 774

Balance at the end of  the year 19 837 14 800 6 275 6 512

10. INVENTORIES
Maintenance spares 6 147 5 912 – –
Trading stock 72 963 63 490 – –
Contracts in progress 6 871 8 764 – –

85 981 78 166 – –

Inventories recognised as an expense 692 608 473 458 – –
Write down of  inventories to net realisable value recognised as an expense 1 950 1 035 – –

11. TRADE AND OTHER RECEIVABLES
Trade receivables* 234 153 221 237 – 1 300
Prepayments** 1 348 1 779 – –
Deposits** 577 361 25 25
Other receivables* (see below) 13 816 1 130 – –
Value added tax** 2 672 2 648 101 –

252 566 227 155 126 1 325

Other receivables: Included in other receivables is an amount of  R12.841 million  (2010 Trade receivables: R8 million) due from Yellow Star 
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

11. TRADE AND OTHER RECEIVABLES (continued)
Trade receivables past due not impaired
The following represents an analysis of  the aging of  trade receivables 
 that are past due but not impaired:
One month past due 23 223 13 519 – –
Two months past due 8 140 5 944 – –
Three months past due 7 073 7 498 – –
Four months past due 3 196 1 442 – –
More than four months past due 48 277 39 433 – –

89 909 67 836 – –

12. CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of:
Cash on hand 107 124 – –
Bank balances 61 889 73 927 14 049 17 819
Short-term deposits 4 965 3 133 – –
Bank overdraft (440) (14 495) – –

66 521 62 689 14 049 17 819
Current assets 66 961 77 184 14 049 17 819
Current liabilities (440) (14 495) – –

66 521 62 689 14 049 17 819

13. SHAREHOLDERS’ EQUITY
Authorised
1 000 000 000 Ordinary shares of  0.1 cents each 1 000 1 000 1 000 1 000

Number Number Number Number
Issued
In issue at beginning of  the year 915 115 941 905 415 155 915 115 941 905 415 155
Shares issued in terms of  acquisition of  businesses and transactions 
 with non-controlling shareholders – 9 700 786 – 9 700 786
In issue at end of  the year 915 115 941 915 115 941 915 115 941 915 115 941
Less: Own shares acquired by subsidiaries (25 762 756) (21 125 000) – –
Net shares 889 353 185 893 990 941 915 115 941 915 115 941
Unissued ordinary shares are under the control of  the directors in terms
 of  a resolution of  members passed at the last annual general meeting.
This authority remains in force until the next annual general meeting.
The movement in own shares acquired by subsidiaries relates to subsidiary
  acquisition of  2 million shares in the company, 3 887 756 shares forfeited in 

terms of  the FSP share scheme less the vesting of  FSP shares of  1.25 million.
Issued share capital
Balance at beginning of  the year 891 881 915 905
Shares issued in terms of  acquisition of  businesses and transactions 
 with non-controlling shareholders – 10 – 10
Shares vested in terms of  forfeitable share plan 13 – – –
Shares forfeited in terms of  the forfeitable share plan 4 – – –

908 891 915 915
Share premium
Balance at beginning of  the year 406 613 401 781 434 617 429 785
Shares issued in terms of  acquisition of  businesses and transactions 
 with non-controlling shareholders – 4 840 – 4 840
Arising on shares vested in terms of  the forfeitable share plan 16 115 – – –
Arising on shares forfeited in terms of  the forfeitable share plan 3 806 – – –
Expenses recognised directly in equity – (8) – (8)

426 534 406 613 434 617 434 617

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

13. SHAREHOLDERS’ EQUITY (continued)
Treasury shares (5 786) 10 747 – –
Total issued share capital and premium 421 656 418 251 435 532 435 532

Reserves
Distributable reserve
Retained earnings
Balance at beginning of  the year 96 686 71 111 54 467 15 654

23 557 25 575 394 38 813

120 243 96 686 54 861 54 467
Revaluation reserve 137 137 – –
Transactions with non-controlling shareholders (59 798) (59 001) – –

60 582 37 822 54 861 54 467

Total shareholders’ equity 482 238 456 073 490 393 489 999

The Company has acquired 2 000 000 (2010: 15 380 000) of  its own shares through purchases on the JSE by a subsidiary Company. The total amount 
 paid to acquire the shares was R0.5 million (2010: R5.996 million)

The shares are held as “treasury shares” and the subsidiary Company has the right to resell the treasury shares. All shares issued by the Company 
 were fully paid up.

The Company has implemented a forfeitable share plan for certain key individuals in the group on 1 March 2008. In terms of  this scheme forfeitable 
 shares were issued to participants on the terms that they may forfeit the forfeitable shares if  they cease to be an employee of  an employer 
 Company before the release date which is 3 years after the award date.

The forfeitable reward shall be subject to the restriction that the forfeitable shares to which such forfeitable reward relate may not be disposed of  
 or otherwise encumbered at any time before the release date and are held in escrow by an escrow agent. These shares were issued at between 

This scheme constitute an equity-settled payment scheme and the cost is amortised over the vesting period with a corresponding increase in equity, 

For the period ended 31 August 2011 an amount of  R3.905 million (2010: R9.555 million) was recognised as an expense in the consolidated 
 Statement of  Comprehensive Income, against which deferred tax of  R1.093 million (2010: R2.675 million) was provided.

Number Price Value
(cents) R’000

Outstanding at beginning of  period 28 242 857 – 29 268
Forfeited during the period (3 887 756) 98 (3 810)
Released during the period* (12 600 000) – (13 440)

Outstanding at end of  period 11 755 101 12 018

Included in Treasury shares
Number 2011 2010

R’000 R’000

To be released 1 March 2012 42 857 6 742 5 992
To be released 1 March 2013 3 000 000 638 170

3 042 857 7 380 6 162

During the period ended 31 August 2011, 3 887 756 shares were forfeited in terms of  the rules of  the Forfeitable Share Plan.

These shares were held as treasury shares and the subsidiary company had the right to re-issue them to employees in terms of  the forfeitable 
 share plan.



CONVERGENET

2011 ANNUAL REPORT46

Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

14. OTHER FINANCIAL LIABILITIES
Call option granted to Pepkor Retail Limited (See note 28) 14 519 10 625 14 519 10 625
Loans secured by mortgage bonds over land and buildings (see note 2) 6 766 7 054 – –

These loans are repayable in average monthly instalments of  R 0.072 million 
over a period of  between 11 and 17 years and at average interest rates of  9%.

Short term loans 1 491 3 012 – –
These loans are unsecured, bear interest at rates as determined from time

Foreign exchange contracts – 412 – –

22 776 21 103 14 519 10 625

Non-current liabilities 21 124 17 507 14 519 10 625
Current liabilities 1 652 3 596 – –

22 776 21 103 14 519 10 625

15. FINANCE LEASE OBLIGATION
Total value of  minimum lease payments due
– within one year 870 928 – –

1 227 1 609 – –

2 097 2 537 – –
Less: (217) (313) – –

1 880 2 224 – –

Present value of  minimum lease payments due
– within one year 841 778 – –

1 039 1 446 – –

1 880 2 224 – –

Non-current liabilities 1 039 1 446 – –
Current liabilities 841 778 – –

1 880 2 224 – –

 effective borrowing rate is 12%.

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

16. PROVISIONS
Provision for leave pay 5 701 5 478 – –
Provision for professional fees 812 – – –
Provision for consulting fees 164 – – –

6 677 5 478 – –

Movement in provisions
Balance at beginning of  the year 5 478 4 633 – –
Provisions raised during the year 4 423 2 624 – –
Provisions utilised during the year (3 224) (1 779) – –

Balance at end of  the year 6 677 5 478 – –

17. TRADE AND OTHER PAYABLES
Trade payables* 153 184 134 446 931 454
Dividends payable to non-controlling shareholders* 351 351 – –
VAT** 3 888 7 107 – –
Other accrued expenses* 6 356 10 299 – –
Operating leases payable** 4 50 – –
Deposits received** 20 – – –

163 803 152 253 931 454

18. REVENUE
From continuing operations
Sale of  goods 757 337 633 570 3 759 6 111
Rendering of  services 272 026 150 755 858 1 657

1 029 363 784 325 4 617 7 768
From discontinued operations – 30 158 – –

1 029 363 814 483 4 617 7 768
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

19. OPERATING PROFIT

Operating lease charges
From continuing operations
Premises 9 595 9 386 – –
Motor vehicles 389 403 – –
Equipment 387 349 – –

10 371 10 138 – –
From discontinued operations – 628 – –

10 371 10 766 – –

All operating leases are recognised on a straight line basis

Other
Loss on sale of  property, plant and equipment 528 1 713 – –
Loss on exchange differences 177 1 367 – –

74 (7 120) – (16 186)
Gain on bargain purchases – (5 380) – –
Depreciation on property, plant and equipment 6 114 5 073 117 130
Amortisation of  intangible assets 7 226 8 304 – –
Impairment of  loans – 5 634 – 577
Impairment of  goodwill 77 – – –
Share-based payments - equity settled 3 905 9 555 – –

– 615 – (493)
Research and development 1 383 1 579 – –
Employee costs 232 854 201 327 – 2 925

From discontinued operations
– (143) – –

Depreciation on property, plant and equipment – 341 – –
Amortisation of  intangible assets – 513
Employee costs – 3 191 – –

20. FINANCE INCOME

From continuing operations
Loans and other receivables 2 154 915 1 960 1 002
Cash and cash equivalents 2 139 4 207 1 000 228

4 293 5 122 2 960 1 230
From discontinued operations
Cash and cash equivalents – 139 – –

4 293 5 261 2 960 1 230

21. FINANCE COST

From continuing operations
1 131 3 231 98 386

Bank overdrafts 1 083 628 – –
Late payment of  tax 70 663 – –

2 284 4 522 98 386

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

22. TAXATION
From continuing operations

Current
South African normal income tax - current period 12 152 11 974 – –
South African normal income tax - prior period 605 (521) – –
Secondary tax on companies – 2 077 – –

12 757 13 530 – –

Deferred
Originating and reversing temporary differences 578 (839) 293 (695)

(2 314) (2 430) (56) 37
Amortisation of  intangible assets (2 023) (2 325) – –
Provisions 112 (65) – –
Prior period adjustments (50) 170 – (489)
Leases (206) 129 – –
Provision against equity (1 134) (2 674) – –
Capital gains tax – 1 667 – 1 667
Secondary tax on companies – (2 196) – (2 294)

(5 037) (8 563) 237 (1 774)

7 720 4 967 237 (1 774)
From discontinued operations – 4 241 – –

7 720 9 208 237 (1 774)

% % % %

Reconciliation between applicable tax rate  
 and average effective tax rate
From continuing operations
Applicable tax rate 28 28 28 28
Prior year adjustments – (2) 2 (1)
Disallowable expenditure 2 9 8 (1)

– (2) – –
Fair value adjustments (1) 3 – (2)

(9) (9) – –
– (12) – (16)

Secondary tax on companies – 1 – (11)

Average effective tax rate from continuing operations 20 16 38 (3)

23. AUDITORS’ REMUNERATION
From continuing operations
Fees 1 744 1 724 302 294
Consulting 2 – – –
Tax and secretarial services 100 246 – 5

1 846 1 970 302 299
From discontinued operations – 115 – –

1 846 2 085 302 299
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

24. CASH USED IN OPERATIONS
Continuing operations

38 612 30 663 631 37 039

Adjustments for:
Depreciation and amortisation 6 114 5 073 117 130
Amortisation of  intangible assets 7 226 8 304 – –
Fair value adjustments – 615 – (493)
Impairment losses – 5 634 – 577
Impairment of  goodwill 77 – – –
Share-based payments - equity settled 3 905 9 555 – –

– (7 120) – (16 302)
Loss on disposal of  assets 528 1 713 1 –
Gain on bargain purchases – (5 380) – –
Finance income (4 293) (5 122) (2 960) (1 230)
Dividends received – – – (22 940)
Finance costs 2 284 4 522 98 386

(9 360) (2 709) – –
Movement in provisions 1 199 845 – –
Movement in operating lease assets and accruals 661 1 077 – –

Changes in working capital:
Inventories (7 815) (29 030) – –
Trade and other receivables (25 411) 24 374 1 199 (1 237)
Trade and other payables 11 550 (43 062) 477 9

25 277 (48) (437) (4 061)

Discontinued operations – 12 585

25. TAX PAID
Continuing operations
Balance at beginning of  the year (2 331) (14 186) – –
Current tax for the year recognised in income statement (12 757) (13 530) – –
Adjustment in respect of  subsidiaries acquired and sold during the year – (33) – –
Balance at end of  the year 1 384 2 331 – –

(13 704) (25 418) – –

Discontinued operations – (3 317)

26. DIVIDENDS PAID
Continuing operations
Balance at beginning of  the year (351) (351) – –
Dividends paid by subsidiary companies – (5 627) – –
Acquisition of  businesses – – – –
Balance at end of  the year 351 351 – –

– (5 627) – –
Discontinued operations – (2 860) – –

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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Allowances Pension
Fees for and fringe and other Total Total
services Basic salary contributions Bonuses 2011 2010

R’000 R’000 R’000 R’000 R’000 R’000 R’000

27. DIRECTORS’ 
EMOLUMENTS
Executive directors
Paid by Company
PWJ Bouwer – – – – – – 978
GS Edwards – – – – – – 971
DF Bisschoff – – – – – – 977

– – – – – – 2 926

Paid by subsidiaries
PWJ Bouwer – 1 760 240 230 – 2 230 1 669
GS Edwards – 1 572 240 208 – 2 020 1 774
DF Bisschoff – 1 572 240 208 – 2 020 1 669
D Braine* – 1 053 152 63 350 1 618 1 675
T Modise – 1 738 120 154 – 2 012 1 912
KBJ Kekana – 1 042 60 162 – 1 264 1 683
H van Dyk – 1 077 25 176 – 1 278 1 745

– 9 814 1 077 1 201 350 12 442 12 127

– 9 814 1 077 1 201 350 12 442 15 053

Non-executive directors
Paid by Company
SLL Peteni 254 – – – – 254 256
NR Macdonald 86 – – – – 86 86
S Swana 189 – – – – 189 130
M Scott 114 – – – – 114 129
M Krastanov 135 – – – – 135 107
DD Tabata 93 – – – – 93 93
L Mangope 100 – – – – 100 13

971 – – – – 971 814

971 9 814 1 077 1 201 350 13 413 15 867

Share-based payment expense relating to directors 533 1 067
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28. DISCONTINUED OPERATIONS
Disposal of  a 54% interest in FutureCell (Pty) Limited
ConvergeNet Holdings Limited (“ConvergeNet”) had acquired a 74% interest in the issued share capital of  Future Cell during 2008.

With effect from 30 June 2010, ConvergeNet disposed of  54 % of  the issued share capital it held in FutureCell to Pepkor Retail Limited (“Pepkor”)
 for a sale consideration of  R 66,198 million.

As a result ConvergeNet has lost control of  the subsidiary, however, by retaining 20% of  the voting power in FutureCell it is now regarded as an associate.

The following terms and conditions still apply to the disposal:
(i)  ConvergeNet sold 54% of  the issued share capital for a cash consideration of  R 49,188 million, of  which R 17,010 million constituted a 

deferred payment. The fair value of  the deferred payment at the end of  the reporting period amounted to R 15,865 million after taking into 

31 August 2012.
(iii)  Should FutureCell not achieve a PBIT of  R 49,000 million for the year ended 31 August 2012, ConvergeNet will be obliged to repay Pepkor 

(iv) A separate agreement was concluded with Pepkor which provides for, inter alia:

FutureCell up to 31 August 2015 limited to:
  – 33.33% of  the 20% on 31 August 2013 (Option 1)
  – 33.33% of  the 20% on 31 August 2014, and (Option 2)
  – the balance on 31 August 2015. (Option 3)

FutureCell up to 31 August 2015 limited to:
  – 33.33% of  the 20% on 31 August 2013 (Option 1)
  – 33.33% of  the 20% on 31 August 2014, and (Option 2)
  – the balance on 31 August 2015. (Option 3)

 fair value at the relevant Statement of  Financial Position date.

A Monte Carlo simulation model has been used to establish an IFRS 2 charge for the options with the following inputs:
(i)  Term of  options – An implied option life of  a maximum period up to the option expiry date, i.e. 31 August 2015. Each of  the options have 

been valued based on the variable option life periods.
(ii) Spot price – The fair market value of  a FutureCell share at the date of  valuation, being the transaction value of  R203 870 per share

strike price has been determined based on forecasted FutureCell earnings for the years ending 31 August 2013, 2014 and 2015.
(iv) Risk free rate – The yield on RSA (Z109) bond on the date of  valuation has been used, being 7.34%
(v) Volatility – The volatility in respect of  FutureCell was accepted to be the volatility applicable to the Mobile Telecommunications sector, being 30%
(vi) Dividend yield - FutureCell is not expected to pay dividends, therefore the dividend yield was taken to be 0%

Based on the above, the following values have been determined in respect of  the Put and Call option:

Price at
valuation Number Valuation Valuation Call option Put option

date Strike price of  shares per call per put value value
R’000 R’000 R’000 R’000 R’000 R’000

Option 1 203.870 276.456 70 78.718 40.273 5 510 2 819
Option 2 203.870 321.377 70 67.669 56.239 4 737 3 937
Option 3 203.870 353.515 70 61.033 110.908 4 272 7 763

14 519 14 519

Note 14 Note 8

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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28. DISCONTINUED OPERATIONS (continued)

2011 2010
R’000 R’000

Revenue – 30 158
Cost of  sales – (5 576)

– 24 582
Other income – 1 626
Operating expenses – (11 500)

– 14 708
Finance income – 139
Finance costs – –

– 14 847
Taxation – (4 241)

– 10 606
Attributable to:
Equity holders of  the parent – 7 848
Non-controlling interests – 2 758

– 10 606

– 9 268
– (2 294)
– (2 926)
– 4 048

Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

29. VENDORS FOR ACQUISITION
At amortised cost
Balance at beginning of  the year 4 063 6 522 1 902 6 522
Amounts due in terms of  business combinations and transactions  
 with non-controlling shareholders – 2 161 – –
Settled during the year (4 161) (4 815) (2 000) (4 815)
Interest accrual 98 195 98 195
Balance at end of  the year – 4 063 – 1 902
Non-current liabilities – – – –
Current liabilities – 4 063 – 1 902

– 4 063 – 1 902

30. OPERATING LEASES
Operating lease liabilities
Included in trade and other payables 4 50 – –
Long term portion 1 738 1 077 – –

1 742 1 127 – –
Operating lease commitments
Within one year 7 954 2 212 – –

14 625 1 492 – –
22 579 3 704 – –

Less: Amounts raised as liabilities (1 742) (1 127) – –
20 837 2 577 – –
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Group

2011 2010
R’000 R’000

31. EARNINGS PER SHARE
Reconciliation between earnings and headline earnings
From continuing operations

23 557 17 727
Loss on disposal of  assets 528 1 713
Loss on disposal of  subsidiaries and associates 74 (7 245)
Gain on bargain purchases – (5 380)

– 1 667
Impairment of  goodwill 77 –
Portion of  adjustments attributable to non controlling interests (363) 1 345

Headline earnings from continuing operations 23 873 9 827

From discontinued operations
– 7 848
– (143)

Portion of  adjustments attributable to non controlling interests – 37

Headline earnings from discontinued operations – 7 742

23 873 17 569

Reconciliation of  weighted average number of  shares
Issued shares at the beginning of  the year 915 115 941 905 415 155
Effect of  FSP shares issued in previous year (4 127 551) (8 171 428)
Effect of  shares issued in September – 9 700 786
Effect of  own shares held (25 762 756) (21 500 000)

Weighted average number of  shares 885 225 634 885 444 513
Dilutive effect of  FSP shares 4 127 551 8 546 428

Diluted weighted number of  shares 889 353 185 893 990 941

Earnings per share
Basic earnings per share (cents) 2.66 2.89

From continuing operations 2.66 2.00
From discontinued operations – 0.89

Diluted basic earnings per share (cents) 2.65 2.86

From continuing operations 2.65 1.98
From discontinued operations – 0.88

Headline earnings per share (cents) 2.70 1.98

From continuing operations 2.70 1.11
From discontinued operations – 0.87

Diluted headline earnings per share (cents) 2.68 1.97

From continuing operations 2.68 1.10
From discontinued operations – 0.87

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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32. RELATED PARTIES

Relationships
Subsidiaries – Refer to note 5

Associates – Refer to note 6

Group companies – Cilantro Investments (Pty) Limited
 – Eagle Creek Investments 522 (Pty) Limited
 – Commercial Infrastructure Development (Pty) Limited

Companies with similar directors – Proximity Properties 226 (Pty) Limited
 – Win-A-Way Investments 15 (Pty) Limited
 – Titantrade 306 (Pty) Limited
 – Moonstone Investments 85 (Pty) Limited
 – Eric Andrews Properties CC

Directors and members of  key management of  subsidiaries – DE Fourie
 – M van Dyk
 – JE Andrews
 – NR MacDonald
 – JN Oosthuisen
 – CJ Pienaar
 – RC Mathey
 – M van Biljoen

 
 and any other entity over which key management exercises control.

Related party transactions
The following transactions were made on terms equivalent to those that prevail in arms-length transactions between subsidiaries of  the group and 

Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

Structured Connectivity Solutions (Pty) Limited – – 560 6 110
Structured Connectivity Solutions (Pty) Limited – – (3 759) –
Telesto Communications (Pty) Limited – – 858 1 657
FutureCell (Pty) Limited (44) (1 007) – –
CSI Thabile Networking Solutions (Pty) Limited (2) (4 482) – –
CSI Thabile Networking Solutions (Pty) Limited 2 891 10 – –
Cilantro Investments (Pty) Limited – (7 414) – –
Proximity Properties 226 (Pty) Limited 90 – – –
Fleek Consulting (Pty) Limited (40) – – –

Sizwe Africa IT Group (Pty) Limited – – 215 –
NetXcom ICT Solutions (Pty) Limited – – 94 –
X-DSL Networking Solutions (Pty) Limited – – 233 –
Northbound Communication Solutions (Pty) Limited – – 263 –
TitanTrade 306 (Pty) Limited – 71 – –
Yellow Star Group Holdings (Pty) Limited (991) – – –
DE Fourie 24 22 – –
M van Dyk 18 19 – –
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Group Company

2011 2010 2011 2010
R’000 R’000 R’000 R’000

32. RELATED PARTIES (continued)
Lease rental payments
Proximity Properties 226 (Pty) Limited 2 119 2 752 – –
Moonstone Investments 85 (Pty) Limited 4 546 3 313 – –
Eric Andrews Properties CC 1 843 1 509 – –
Win-A-Way Investments 15 (Pty) Limited 1 526 – – –

Non-controlling interest transaction
Structured Connectivity Solutions (Pty) Limited (300) – – –
X-DSL Networking Solutions (Pty) Limited (668) – – –
Fleek Consulting (Pty) Limited (2 268) – – –

Administration and management fee payments
JE Andrews – 116 – –

Dividends received from related parties
CSI Thabile Networking Solutions (Pty) Limited (1 820) – – –

 (trade and other payables)
Structured Connectivity Solutions (Pty) Limited – – (638) 1 300
NR Macdonald (45) – (45) –
Yellow Star Group Holdings (Pty) Limited 12 841 8 000 – –
JN Oosthuisen 53 53 – –
CSI Thabile Networking Solutions (Pty) Limited – 1 – –
CSI Thabile Networking Solutions (Pty) Limited (246) (574) – –
Cilantro Investments (Pty) Limited – (462) – –
Proximity Properties 226 (Pty) Limited (17) (23) – –
Future Cell (Pty) Limited – 43 – –

ConvergeNet Management Services (Pty) Limited – – 14 364 9 705
Navix Distribution (Pty) Limited – – 12 077 7 971
ConvergeNet SA (Pty) Limited – – 116 116
Sizwe Africa IT Group (Pty) Limited – – 602 (91)
Structured Connectivity Solutions (Pty) Limited – – 7 782 8 082
ConvergeCom (Pty) Limited – – 2 3
X-DSL Networking Solutions (Pty) Limited – – 2 712 1 647
Chrystalpine Investments 9 (Pty) Limited – – 264 264
Andrews Kit (Pty) Limited – – – (191)
Northbound Communication Solutions (Pty) Limited – – 3 559 1 616
NetXcom ICT Solutions (Pty) Limited – – 1 744 462
Fleek Consulting (Pty) Limited 332 – – –
Telesto Communications (Pty) Limited – – (500) –
TitanTrade 306 (Pty) Limited – (832) – –
DE Fourie (263) (273) – –
M van Dyk (195) (221) – –
JE Andrews (108) (108) – –
NW Andrews (115) (115) – –
CJ Pienaar – (31) – –
RC Mathey 15 32 – –
M Van Biljoen 6 – – –

Refer to note 7 for the terms and conditions relating to these loans 
 and the security provided.

Transactions with key management personnel
Share-based payments 533 1 067 – –

Details pertaining to executive and non-executive directors remuneration are set out in note 27 and their direct and indirect shareholding in the
 Company is set out in the directors’ report.

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011



CONVERGENET

2011 ANNUAL REPORT 57

IT Telecom
Infrastructure Infrastructure Corporate,

Technology Technology consolidation
solutions solutions and other Total

R’000 R’000 R’000 R’000

33. SEGMENT INFORMATION
Information regarding the Group’s reportable segments is 
 presented below. 

Period ending 31 August 2011
From continuing operations
Revenue
External sales 827 260 202 103 – 1 029 363
Inter-segment sales 15 912 4 761 13 259 33 932

Total revenue 843 172 206 864 13 259 1 063 295

EBITDA* 35 636 3 778 1 245 40 659
Depreciation, amortisation and impairment (4 893) (1 149) (7 374) (13 416)

30 743 2 629 (6 129) 27 243
Investment income 1 842 260 2 191 4 293

1 065 8 295 – 9 360
Finance costs (987) (1 181) (116) (2 284)

32 663 10 003 (4 054) 38 612
(8 485) (2 327) 3 092 (7 720)

24 178 7 676 (962) 30 892
– – –

24 178 7 676 (962) 30 892

Period ending 31 August 2010
From continuing operations
Revenue
External sales 599 620 177 793 6 912 784 325
Inter-segment sales 52 2 660 9 408 12 120

Total revenue 599 672 180 453 16 320 796 445

EBITDA* 33 596 11 997 987 46 580
Depreciation, amortisation and impairment (9 446) (1 324) (8 456) (19 226)

24 150 10 673 (7 469) 27 354
Investment income 2 417 1 775 930 5 122

2 009 700 – 2 709
Finance costs (3 097) (1 388) (37) (4 522)

25 479 11 760 (6 576) 30 663
(8 500) (4 673) 8 206 (4 967)

16 979 7 087 1 630 25 696
– 10 606 – 10 606

16 979 17 693 1 630 36 302

 

 
  conformity with the Group’s monthly reporting.

Information about major customers
Included in revenue arising from external sales of  R832.899 million (2010: R599.620 million) in the IT Infrastructure Technology solutions 
 segment are revenues of  approximately R405.853 million (2010: R359.772 million) which arose from sales to the Group’s largest customers.
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34. FINANCIAL INSTRUMENTS

Overview

 currency risk and interest rate risk).

This note presents information about the group’s exposure to each of  the aforementioned risks.

Credit risk

 and arises principally from the Group’s receivables from customers, cash and cash equivalents and loans and receivables.

  exposure to credit risk. The carrying values, net of  impairment allowances, amount to R247.969 million (2010: R222.367 million) for trade and 
other receivables (refer note 11), R66.854 million (2010: R77.060 million) for cash and cash equivalents (refer note 12), and R48.885 million 
(2010: R57.213 million) for loans and receivables (refer note 7 and 8).

The Group has a general credit policy of  only dealing with creditworthy counterparties that includes credit policies under which new customers are
  analysed for creditworthiness before the operation’s standard payment and delivery terms and conditions are offered and setting of  credit limits

for individual customers based on their references and credit ratings. Operational management is also held responsible for monitoring the 
operations’ credit exposure.

Trade receivables (Refer Note 11)
Trade receivables consist of  a large number of  customers, spread across diverse industries and geographical areas. Ongoing credit evaluation is

 The concentration of  credit risk is therefore limited due to the customer base being large and independent.

Cash and cash equivalents (Refer note 12)
The Group only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party.

Loans and receivables (Refer note 8)
The Group assesses the credit worthiness of  any party that a loan or advance is granted to. These loans are short term loans and repayable within
 six months. No collateral security is obtained for these loans.

Liquidity risk

 without incurring unacceptable losses or risking damage to the Group’s reputation.

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011



CONVERGENET

2011 ANNUAL REPORT 59

Carrying Within Within More than
amount Total 12 months 2 – 4 years 4 years

R’000 R’000 R’000 R’000 R’000

34. FINANCIAL INSTRUMENTS (continued)

including interest payments

Group 2011
Borrowings
Mortgage bonds (refer note 14) 6 766 10 771 714 2 012 8 045
Financial leases (refer note 15) 1 880 2 097 870 1 227 –
Short term loans (refer note 14) 1 491 1 491 1 491 – –
Bank overdrafts (refer note 12) 440 440 440 – –
Operating leases (refer note 30) 1 742 22 579 7 954 14 625 –
Trade and other payables (refer note 17) 163 803 163 803 163 803 – –

176 122 201 181 175 272 17 864 8 045

Group 2010
Borrowings
Mortgage bonds (refer note 14) 7 054 12 879 859 2 576 9 444
Financial leases (refer note 15) 2 224 2 580 971 1 609 –
Short term loans (refer note 14) 3 012 3 012 3 012 – –
Vendors for acquisition 4 063 4 161 4 161 – –
Bank overdrafts (refer note 12) 14 495 14 495 14 495 – –
Operating leases (refer note 30) 1 127 3 704 2 212 1 492 –
Trade and other payables (refer note 17) 152 253 144 816 144 816 – –

184 228 185 647 170 526 5 677 9 444

Company 2011
Borrowings
Loans from Group companies 500 500 500 – –
Trade payables 929 929 929 – –

1 429 1 429 1 429 – –

Company 2010
Borrowings
Loans from Group companies 2 812 2 812 2 812 – –
Trade payables 454 454 454 – –

3 266 3 266 3 266 – –
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34. FINANCIAL INSTRUMENTS (continued)

Carrying Within Within More than
amount Total 12 months 2 – 4 years 4 years

R’000 R’000 R’000 R’000 R’000

Group 2011

14 519 14 519 – 14 519 –

14 519 14 519 – 14 519 –

Group 2010  
10 625 10 625 – 10 625 –

10 625 10 625 – 10 625 –

Company 2011
14 519 14 519 – 14 519 –

14 519 14 519 – 14 519 –

Company 2010
10 625 10 625 – 10 625 –

10 625 10 625 – 10 625 –

Market risk
Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity prices will affect the Group’s income or 

acceptable parameters, while optimising the return on risk.

Currency risk

foreign transactions.

Interest rate risk

materially dependent on changes in market interest rates. The Group adopts a policy of  ensuring that its borrowings are at market-related rates to 
address its interest rate risk.

to 3 based on degree to which the fair value is observable:

liability, either directly or indirectly (i.e. derived from prices); and

observable market data (unobservable inputs).

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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34. FINANCIAL INSTRUMENTS (continued)

Level 1 Level 2 Level 3 Total
R’000 R’000 R’000 R’000

Group 2011

– – 14 519 14 519
– – 16 191 16 191

– – 30 710 30 710

– – (14 519) (14 519)

– – (14 519) (14 519)

There were no transfers between levels during the period.

Financial Financial
assets liabilities

Reconciliation of  Level 3 fair value measurements
Opening balance 25 346 (11 037)
Pepkor Retail Limited (Note 28) 1 144 –
Put Option against Pepkor Retail Limited (Note 28) 3 895 –
Call option granted to Pepkor Retail Limited (Note 28) – (3 894)
Foreign exchange contract settlement 325 412

30 710 (14 519)

Level 1 Level 2 Level 3 Total
R’000 R’001 R’002 R’000

Group 2010

– – 10 625 10 625
– – 14 721 14 721

– – 25 346 25 346

– – 11 037 11 037

– – 11 037 11 037

Financial Financial
assets liabilities

Reconciliation of  Level 3 fair value measurements
Opening balance – (450)
Loans advanced 14 721 –
Put Option against Pepkor Retail Limited (Note 28) 10 625 –
Call option granted to Pepkor Retail Limited (Note 28) – (10 625)
Foreign exchange contract settlement – 38

25 346 (11 037)
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35. FINANCIAL ASSETS BY CATEGORY

Foreign Loans and
Financial Loans and receivables

derivatives receivables contracts at amortised
at fair value at fair value at fair value cost

Group 2011
Put Option 14 520 – – –
Pepkor Retail Limited – 15 865 – –
Standard Bank of  South Africa – – 325 –
Trinity Asset Management (Pty) Limited – – – 12 000
Nology (Pty) Limited – – – 1 500
Trade and other receivables – – – 247 969
Other – – – 4 343

14 520 15 865 325 265 812

Group 2010
Put Option 10 625 – – –
Pepkor Retail Limited – 14 721 – –
Trinity Asset Management (Pty) Limited – – – 12 000
Nology (Pty) Limited – – – 3 900
Pepkor Retail Limited – – – 11 083
Trade and other receivables – – – 222 367
Other – – – 4 884

10 625 14 721 – 254 234

Company 2011
Put Option 14 520 – – –
Pepkor Retail Limited – 15 865 – –
Trinity Asset Management (Pty) Limited – – – 12 000
Other – – – 126

14 520 15 865 – 12 126

Company 2010
Put Option 10 625 – – –
Pepkor Retail Limited – 14 721 – –
Trinity Asset Management (Pty) Limited – – – 12 000
Pepkor Retail Limited – – – 11 083
Trade receivables – – – 1 300
Other – – – 1

10 625 14 721 – 24 384

 Notes to the financial statements
 FOR THE YEAR ENDED 31 AUGUST 2011
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Other
Foreign

Financial liabilities at
derivatives amortised contracts

at fair value cost at fair value

36. FINANCIAL LIABILITIES BY CATEGORY

Group 2011
Call Option 14 519 – –
Mortgage Bonds – 6 766 –
Trade and other payables – 159 891 –
Other – 1 491 –

14 519 168 148 –

Group 2010
Call Option 10 625 – –
Mortgage Bonds – 7 054 –
Foreign exchange contracts – – 412
Trade and other payables – 145 096 –
Other – 3 012 –

10 625 155 162 412

Company 2011
Call option 14 519 – –
Trade payables – 931 –

14 519 931 –

Company 2010
Call option 10 625 – –
Trade payables – 454 –

10 625 454 –

37. EVENTS AFTER THE REPORTING PERIOD

this report that requires adjustments or additional disclosure.

38. DIVIDENDS
A maiden dividend of  1.5 cents per share was declared after year-end amounting to R13.727 million.
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 Shareholder

analysis
 FOR THE YEAR ENDED 31 AUGUST 2011

SHAREHOLDERS HOLDING MORE THAN 5 %

Number
Shareholder of  shares % holding

Yellow Star Group Holdings (Pty) Limited 254 013 036 27.76
Green Tree Investments 301 (Pty) Limited 132 338 037 14.46
Absa Bank Limited 86 173 500 9.42
MCubed Holdings Limited 73 833 926 8.07
Pershing Securities Limited 46 865 777 5.12

TOTAL 593 224 276 64.83

CATEGORISATION OF SHAREHOLDERS PUBLIC VS NON-PUBLIC AS AT 31 AUGUST 2011

Number 31 August 31 August
of  holders 2011* 2010

Non-public
Shareholders holding more than 10% of  total issued capital
Yellow Star Group Holdings (Pty) Limited 1 254 013 036 249 712 550
Green Tree Investments (Pty) Limited 1 132 338 037 132 338 037
Pershing Securities Limited – – 111 745 031
Directors 4 13 270 116 15 855 776
Associates – – –
Public 707 515 494 752 405 464 547

TOTAL 713 915 115 941 915 115 941

SHAREHOLDERS SPREAD ANALYSIS AND INFORMATION

Number Number
of  holders of  shares % holding

Shareholders spread
Individuals 602 186 482 330 20.38
Nominees and Trusts 41 39 610 605 4.33
Close Corporations 9 4 279 716 0.47
Companies and Financial Institutions 61 684 743 290 74.82

TOTAL 713 915 115 941 100.00

Size of  shareholding
1 – 1 000 94 53 728 0.01
1 001 – 10 000 191 1 069 776 0.12
10 001 – 100 000 233 10 667 539 1.17
100 001 – 1 000 000 128 49 448 791 5.40
1 000 001 and over 67 853 876 107 93.30

TOTAL 713 915 115 941 100.00
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 Shareholders’

diary
 FOR THE YEAR ENDED 31 AUGUST 2011

Financial year-end 31 August 2011

Next annual general meeting 20 January 2012

Interim results 28 February 2012

Publication of  interim results on or about  29 April 2012
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SLL Peteni*# MJ Krastanov*#
PWJ Bouwer NR MacDonald*#
DF Bisschoff  TM Modise
GS Edwards MI Scott*#
KBJ Kekana* S Swana*#
DD Tabata* L Mangope*#
H van Dyk
* Non-executive, # Independent

NOTICE OF ANNUAL GENERAL MEETING OF 
THE SHAREHOLDERS OF THE COMPANY
Notice is hereby given that the annual general meeting of  shareholders 
of  the Company will be held in the boardroom, Arcay House II, 
Number 3 Anerley Road, Parktown, Johannesburg, at 10:00 on Friday, 

ELECTRONIC PARTICIPATION IN THE 
ANNUAL GENERAL MEETING
Please note that the Company intends to make provisions for 

shareholders of  the Company, or their proxies, to participate in the 

annual general meeting by way of  electronic communication. Should 

you wish to participate in the annual general meeting by way of  

electronic communication, you will need to contact the Company at 

+27 11 480 8686 by Friday, 6 January 2012, so that the Company 

can provide for a teleconference dial-in facility. Please ensure that if  

you are participating in the meeting via teleconference that the voting 

proxies be sent through to the transfer secretaries, namely 

Computershare Investor Services (Pty) Limited, 70 Marshall Street, 

Johannesburg 2001 (PO Box 61051, Marshalltown, 2107) by no later 

than 10:00 on Wednesday, 18 January 2012. No changes to voting 

instructions after this time and date can be accepted unless the 

electronic participant.

The board of  directors of  the Company has determined that the 
record date for the purpose of  determining which shareholders of  the 
Company are entitled to receive notice of  this annual general meeting 
is Monday, 19 December 2011 and the record date for purposes of  
determining which shareholders of  the Company are entitled to 
participate in and vote at the annual general meeting is Friday, 
13 January 2012. Accordingly, only shareholders who are registered in 

 Notice of 

annual general meeting

the register of  members of  the Company on Friday, 13 January 2012 
will be entitled to participate in and vote at the annual general meeting.

statements

Company and its subsidiaries for the period ended 31 August 2011, 
together with the directors’ and auditors’ reports thereon, be 
received, considered and adopted.”

of  the Companies Act 78 of  2008. The minimum percentage of  
voting rights that is required for ordinary resolution 1 to be adopted 

on this resolution.

Ordinary resolution number 2 – Director retirement and 
re-election – NR Macdonald
“RESOLVED THAT NR Macdonald, who retires in accordance with 
the provisions of  the Company’s memorandum of  incorporation, but 
being eligible offers himself  for re-election, be and is hereby re-elected 
as an independent non-executive director of  the Company.”

Mr NR Macdonald’s curriculum vitae is set out at the end of  this 
notice of  annual general meeting.

Ordinary resolution number 3 – Director retirement and 
re-election – S Swana
“RESOLVED THAT S Swana, which director retires in terms of  the 
Company’s memorandum of  incorporation and, being eligible, offers 
himself  for re-election be and is hereby re-elected as independent 
non-executive director of  the Company.”

Mr S Swana’s curriculum vita is set out at the end of  this notice of  
annual general meeting.

Ordinary resolution number 4 – Director retirement and 
re-election – MI Scott
“RESOLVED THAT MI Scott, which director retires in terms of  
the Company’s memorandum of  incorporation and, being eligible, 
offers himself  for re-election be and is hereby re-elected as executive 
director of  the Company.”

CONVERGENET HOLDINGS LIMITED
(Incorporated in the Republic of  South Africa)  (Registration number 1998/015580/06)

Share code: CVN  ISIN: ZAE000102067
(“ConvergeNet” or “the Company”)
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Mr MI Scott curriculum vita is set out at the end of  this notice of  
annual general meeting.

Ordinary resolution number 5 – Director retirement and 
re-election – SLL Peteni
“RESOLVED THAT SLL Peteni, which director retires in terms of  
the Company’s memorandum of  incorporation and, being eligible, 
offers himself  for re-election be and is hereby re-elected as non-
executive director of  the Company.”

Mr SLL Peteni curriculum vita is set out at the end of  this notice of  
annual general meeting.

In accordance with the memorandum of  incorporation of  the 
Company, one-third of  the directors is required to retire at each meeting 
and may offer themselves for re-election. In terms of  the memorandum 
of  incorporation of  the Company the CEO, during the period of  his 
service contract, is not taken into account when determining which 
directors are to retire by rotation.

Ordinary resolution number 6 – Appointment and 
remuneration of  auditors
“RESOLVED THAT the reappointment of  Advoca Auditing Inc. as 
auditors, with Mr Jacques van der Merwe as the designated auditor 
at partner status of  the Company, be and is hereby approved.”

Advoca Auditing Inc. has indicated its willingness to continue as the 
Company’s auditors until the next annual general meeting. The 

Advoca Auditing Inc. The Group audit committee has the power in 
terms of  the Companies Act, No 71 of  2008, to approve the 
remuneration of  the external auditors. The remuneration and 
non-audit fees paid to the auditors during the year ended 31 August 
2011 are contained on page 49.

Ordinary resolution number 7 – Appointment of  Audit 
Committee member – MJ Krastanov
“RESOLVED THAT MJ Krastanov be and is hereby approved to be 
a member of  the audit committee.”

Mrs Krastanov’s curriculum vitae is set out at the end of  this notice 
of  annual general meeting.

Ordinary resolution number 8 – Appointment of  Audit 
Committee member – S Swana
“RESOLVED THAT S Swana be and is hereby approved to be a 
member of  the audit committee.”

Mr Swana’s curriculum vitae is set out at the end of  this notice of  
annual general meeting.

Ordinary resolution number 9 – Appointment of  Audit 
Committee member – SLL Peteni
“RESOLVED THAT SLL Peteni be and is hereby approved to be a 
member of  the audit committee.”

Mr Peteni’s curriculum vitae is set out at the end of  this notice of  
annual general meeting.

Ordinary resolution number 10 – Appointment of  Audit 
Committee member – MI Scott
“RESOLVED THAT MI Scott be and is hereby approved to be a 
member of  the audit committee.”

MI Scott’s curriculum vitae is set out at the end of  this notice of  
annual general meeting.

In terms of  Section 61 (8)(c)(ii) of  the Companies Act No 71 of  2008, 
shareholders are required to approve the appointment of  the audit 
committee members.

The minimum percentage of  voting rights that is required for each of  

voting rights plus 1 (one) vote to be cast on each resolution.

Ordinary resolution number 11 – Approval of  
Remuneration Policy
“RESOLVED THAT the shareholders endorse, by way of  a non- 
binding advisory vote, the Company’s remuneration policy (excluding 
the remuneration of  the non-executive directors and the members of  
board committees for their services as directors and members of  
committees), as set out below, be and is hereby approved.”

The Remuneration Policy will be reviewed annually.

Salary Structure
All employees will be remunerated on a total cost-to-company (CTC) 
structure.

Salary Benchmarking
To ensure autonomy, position benchmarks may be undertaken for 

requested from a reputable survey company to ensure external equity.

The remuneration levels for ConvergeNet employees are to be 
revised on an annual basis, for approval by the board. Salaries shall 
be reviewed prior to March or September each year and new salary 
scales shall be applied accordingly.
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NOTICE OF ANNUAL GENERAL MEETING (continued)

structured over 12 months:

basic salary;
pension/provident fund contributions;
medical aid contributions (unless an employee is a dependant on a 
spouse/partner’s scheme); and

Annual salary increases
Increases for employees are not guaranteed. Annual increases will be 
considered by adopting a co-operative approach between employees 
and management and/or the Remuneration Committee and are 
dependent on the economic circumstances of  ConvergeNet. Salaries 
are normally reviewed annually for implementation in March or 
September. Should an employee be granted an increase, the following 
factors may be considered in determining the increase:

employee’s position against the market;
performance; and

Interim increases may be granted in exceptional circumstances where 
there have been consequential changes in the employee’s job or 
position, e.g. change in market conditions, or promotion.

Short-term Incentive Scheme (“STIS”)
In order to encourage high standards of  performance it is recognised 
that outstanding performance should be rewarded. The STIS applies 
to all executive directors of  ConvergeNet Holdings Limited.

The framework for the STIS is as follows:

agreed targets. These indicators and targets are outlined in the 
employees’ Performance Agreement;
the performance reviews, which are conducted at least twice a year;
the STIS payment will be made once a year after the last 
performance review for the applicable performance period;
bonuses will only be payable once the remuneration committee 
has determine the affordability thereof.
the amount received by the employee will be subject to current tax 
regulations;
the STIS is received as an ex-gratia payment that does not 

the performance scores are obtained using the Balanced 
Scorecard approach for each employee.

The Company also has a forfeiture share plan (“FSP”) which was 
approved by shareholders in general meeting on 18 January 2008. 

The FSP is governed by, and is the responsibility for, the remuneration 
committee and is limited by an aggregated number of  shares to be 
allocated at any one time as was approved by shareholders. This FSP is 
on-going and continues to be implemented throughout the Group.

Chapter 2 of  King III dealing with boards and directors requires 
companies to every year table their remuneration policy to 
shareholders for a non-binding advisory vote at the annual general 
meeting. This vote enables shareholders to express their views on the 
remuneration policies adopted and on their implementation.

This ordinary resolution is of  an advisory nature only and failure to 
pass this resolution will therefore not have any legal consequences 
relating to existing arrangements. However the board will take the 
outcome of  the vote into consideration when considering the 
Company’s remuneration policy. Nevertheless, for record purposes, the 
minimum percentage of  voting rights that is required for this resolution 

the voting rights plus 1 (one) vote to be cast on the resolution.

The minimum percentage of  voting rights that is required for this 

rights plus 1 (one) vote to be cast on each resolution.

Ordinary resolution number 12 – General authority to allot 
and issue shares for cash
“RESOLVED THAT subject to the approval of  75% of  the 
members present in person and by proxy, and entitled to vote at the 
meeting, the directors of  the Company be and are hereby authorised, 
by way of  general authority, to allot and issue all or any of  the 
authorised but unissued shares in the capital of  the Company as they 

the shares which are the subject of  the issue for cash must be of  a 
class already in issue, or where this is not the case, must be limited 
to such equity securities or rights that are convertible into a class 
already in issue;
this authority shall not endure beyond the next annual general 
meeting of  the Company nor shall it endure beyond 15 months 
from the date of  this meeting;
there will be no restrictions in regard to the persons to whom the 
shares may be issued, provided that such shares are to be issued to 

listing requirements) and not to related parties;
upon any issue of  shares which, together with prior issues during 

shares of  the class in issue, the Company shall by way of  an 
announcement on Securities Exchange News Service (“SENS”), 
give full details thereof, including the effect on the net asset value 
of  the Company and earnings per share;
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the aggregate issue of  a class of  shares already in issue in any 

shares (including securities which are compulsorily convertible 
into shares of  that class); and
the maximum discount at which shares may be issued is 10% of  
the weighted average traded price of  the Company’s shares over 
the 30 business days prior to the date that the price of  the issue is 
determined or agreed by the directors of  the applicant.”

In terms of  the Company’s memorandum of  incorporation, read 
with the JSE Listings Requirements, the shareholders may authorise 
the directors to allot and issue the authorised but unissued shares for 

The minimum percentage of  voting rights that is required for this 

voting rights plus 1 (one) vote to be cast on each resolution.

Special resolution number 1: General authority to acquire 
(repurchase) shares
“RESOLVED THAT, subject to the approval of  75% of  the 
members present in person and by proxy, and entitled to vote at the 
meeting, the Company and/or any subsidiary of  the Company is 
hereby authorised, by way of  a general authority, from time to time, 
to acquire ordinary and/or preference shares in the share capital of  
the Company from any person in accordance with the requirements 
of  ConvergeNet’s memorandum of  incorporation, the Act and the 
JSE Listings Requirements, provided that:

any such acquisition of  ordinary and/or preference shares shall be 
effected through the order book operated by the JSE trading 
system and done without any prior understanding or arrangement 
with the counterparty;
this general authority shall be valid until the earlier of  the 
Company’s next annual general meeting or the variation or 
revocation of  such general authority by special resolution at any 
subsequent general meeting of  the Company, provided that it shall 
not extend beyond 15 months from the date of  passing of  this 
special resolution number 1;
an announcement will be published as soon as the Company or 
any of  its subsidiaries have acquired ordinary and/or preference 
shares constituting, on a cumulative basis, 3% of  the number of  
ordinary and/or preference shares in issue and for each 3% in 
aggregate of  the initial number acquired thereafter, in compliance 
with paragraph 11.27 of  the JSE Listings Requirements;

not exceed 5% of  the Company’s ordinary and/or 5% of  its 
preference issued share capital, as the case may be, as at the date 
of  passing of  this special resolution number 1;

ordinary and/or preference shares may not be acquired at a price 
greater than 10% above the weighted average of  the market value at 
which such ordinary and/or preference shares are traded on the JSE 

date of  acquisition of  such ordinary and/or preference shares;
the Company has been given authority by its memorandum of  
incorporation;
the board of  directors authorises the acquisition and that the 
Company passed the solvency and liquidity test, as set out in 
Section 4 of  the Act, and that since the solvency and liquidity test 
was performed there have been no material changes to the 

in terms of  section 48 (2)(b) of  the Act, the board of  a subsidiary 
company may determine that it will acquire shares of  its holding 
company, but (i) not more than 10%, in aggregate, of  the number 
of  issued shares of  any class of  shares of  a Company may be held 

taken together; and (ii) no voting rights attached to those shares 
may be exercised while the shares are held by the subsidiary, and it 
remains a subsidiary of  the company whose shares it holds;
in terms of  section 48 (8)(b) of  the Act, the repurchase of  any 
shares is subject to the requirements of  sections 114 and 115 if, 
considered alone, or together with other transactions in an 
integrated series of  transactions, it involves the acquisition by the 
Company of  more than 5% of  the issued shares of  any particular 
class of  the Company’s shares;
at any point in time, the Company and/or its subsidiaries may 
only appoint one agent to effect any such acquisition;
the Company and/or its subsidiaries undertake that they will not 
enter the market to so acquire the Company’s shares until the 

regarding the adequacy of  the Company’s working capital in 
accordance with Schedule 25 of  the JSE Listings Requirements; and
the Company and/or its subsidiaries may not acquire any shares 

Requirements unless a repurchase programme is in place, where dates 
and quantities of  shares to be traded during the prohibited period 

announcement over the Securities Exchange News Service (SENS) 
prior to the commencement of  the prohibited period.

The reason for and effect of  this special resolution is to grant the 
Company and its subsidiaries a general authority to facilitate the 
acquisition by the Company and/or its subsidiaries of  the Company’s 
own shares, which general authority shall be valid until the earlier of  
the next annual general meeting of  the Company or the variation or 
revocation of  such general authority by special resolution at any 
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NOTICE OF ANNUAL GENERAL MEETING (continued)

subsequent general meeting of  the Company, provided that this 
general authority shall not extend beyond 15 months from the date 
of  the passing of  this special resolution number 1.

Any decision by the directors, after considering the effect of  an 
acquisition of  up to 5% of  the Company’s issued ordinary and/or 
5%  of  its participating preference shares, as the case may be, to use 
the general authority to acquire shares of  the Company will be taken 
with regard to the prevailing market conditions and other factors 
and provided that, after such acquisition, the directors are of  the 
opinion that:

the Company and its subsidiaries will be able to pay their debts in 
the ordinary course of  business;
recognised and measured in accordance with the accounting 

statements, the assets of  the Company and its subsidiaries will 
exceed the liabilities of  the Company and its subsidiaries;
the share capital and reserves of  the Company and its subsidiaries 
will be adequate for the purposes of  the business of  the Company 
and its subsidiaries; and
the working capital of  the Company and its subsidiaries will be 
adequate for the purposes of  the business of  the Company and its 
subsidiaries, for the period of  12 months after the date of  the 
notice of  the annual general meeting. The Company will ensure 
that its sponsor will provide the necessary letter on the adequacy 
of  the working capital in terms of  the JSE Listings Requirements, 
prior to the commencement of  any purchase of  the Company’s 
shares on the open market.

The JSE Listings Requirements require, in terms of  section 11.26, the 
following disclosures, which appear in this annual report:

Directors and management – refer to page 3 of  this annual report.
Major shareholders – refer to page 65 of  this annual report.
Directors’ interests in securities – refer to page 20 of  this annual 
report.
Share capital of  the Company – refer to pages 44 and 45 of  this 
annual report.

Litigation statement
In terms of  paragraph 11.26 of  the JSE Listings Requirements, the 
directors, whose names appear on page 3 of  this annual report of  which 
the notice of  annual general meeting forms part, are not aware of  any 
legal or arbitration proceedings that are pending or threatened, that may 
have or had in the recent past, being at least the previous 12 months, a 

Directors’ responsibility statement
The directors, whose names appear on page 3 of  this annual report, 
collectively and individually accept full responsibility for the accuracy 
of  the information pertaining to this special resolution and certify 
that, to the best of  their knowledge and belief, there are no facts that 

have been omitted which would make any statements false or 
misleading, and that all reasonable enquiries to ascertain such facts 
have been made and that this special resolution contains all 
information required by law and the JSE Listings Requirements.

Material changes
Other than the facts and developments reported on in this annual 

position of  the Company and its subsidiaries since the date of  
signature of  the audit report and up to the date of  the notice of  annual 

for the Company or its subsidiaries to acquire any of  the Company’s 
shares but consider that such a general authority should be put in place 
should an opportunity present itself  to do so during the year, which is 
in the best interests of  the Company and its shareholders.

The directors are of  the opinion that it would be in the best interests 
of  the Company to extend such general authority and thereby allow 
the Company or any of  its subsidiaries to be in a position to acquire 
the shares issued by the Company through the order book of  the 
JSE, should the market conditions, tax dispensation and price justify 
such an action.

The minimum percentage of  voting rights that is required for this 

voting rights plus 1 (one) vote to be cast on this resolution.

Ordinary resolution number 13 – placing unissued shares 
under the control of  the directors
“RESOLVED THAT the authorised, but unissued ordinary shares in 
the capital of  the Company be placed under the control of  the 
directors of  the Company until the next annual general meeting of  
the Company and that the directors be and are hereby authorised 
and empowered to allot, issue and otherwise dispose of  such shares, 
on such terms and conditions and at such times as the directors in 

Shareholders are requested to approve the placing of  unissued shares 
under the control of  the directors in order to facilitate potential 
acquisitions or issues of  shares for cash. The minimum percentage of  
voting rights that is required for this special resolution to be adopted 

on this resolution.

Special resolution number 2 – Non-Executive Directors’ 
remuneration
“RESOLVED THAT, subject to the approval of  75% of  the 
members present in person and by proxy, and entitled to vote at the 
meeting, the approval of  the remuneration payable to the non-

2011 as follows:
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Chairman
Other members 

of  committees

Monthly retainer R12 500 R6 000

Board meeting
Attendance fee per meeting  R17 000  R8 250

Audit Committee
Attendance fee per meeting  R17 000  R8 250

Remuneration Committee
Attendance fee per meeting  R17 000  R8 250

Investment Committee
Attendance fee per meeting  R17 000  R8 250

In terms of  Section 69 (9) of  the Companies Act, No 71 of  2008, 
shareholders are required to approve the remuneration in relation 
to services of  directors.

Special resolution number 3 – General authority to enter 

assistance
“RESOLVED that, subject to the approval of  75% of  the members 
present in person and by proxy, and entitled to vote at the meeting, in 
terms of  Section 45 of  the Companies Act, No 71 of  2008, as 
amended, the Company be and is hereby granted a general approval 
authorising that the Company and or any one or more of  and/or its 
subsidiaries incorporated in the Republic to enter into direct or indirect 
funding agreements guarantee a loan or other obligations, secure any 

any one or more of  the subsidiaries from time to time, subject to the 
provisions of  the JSE Limited’s Listings Requirements, for funding 

The purpose of  this resolution is to enable the Company to enter into 
funding arrangements with its subsidiaries and to allow intergroup 
loans between subsidiaries.

The minimum percentage of  voting rights that is required for this 

voting rights plus 1 (one) vote to be cast on each resolution.

Special resolution number 4 – Amendment to the 
memorandum of  incorporation
“RESOLVED that the memorandum of  incorporation of  the company 
be amended by adding the following article as article number 39.8:

“Notwithstanding anything to the contrary hereinbefore set out, in 
the event that the amount payable to any individual shareholder in 
respect of  any ordinary dividend declared by the company is less 
than or equal to the cost to the company of  paying such 
dividend,such amount shall not be paid to the individual shareholder 
concerned, but shall be donated to an independent charity.”

The effect of  special resolution no. 4, if  adopted, will be that the 
company will not be obliged to pay any individual shareholder an 

entitlement in instances where the cost of  paying such entitlement will 
be equal to or more than the entitlement itself  and will enable the 
company to avoid direct and indirect costs relating to the payment of  
such small amounts of  dividends which amounts, if  received by the 

In order of  this special resolution number 4 to be passed, the support 
of  shareholders holding at least 75% of  the voting rights of  
shareholders present in person or by proxy at the meeting is required.

Voting and Proxies

If  you are unable to attend the annual general meeting of  ConvergeNet 
shareholders to be held in the boardroom, Arcay House II, 3 Anerley 
Road, Parktown, Johannesburg, at 10:00 on Friday, 20 January 2012 
and wish to be represented thereat, you should complete and return 
the attached form of  proxy in accordance with the instructions 
contained therein and lodge it with, or post it to, the transfer 
secretaries, namely Computershare Investor Services (Pty) Limited, 
70 Marshall Street, Johannesburg 2001 (PO Box 61051, Marshalltown, 
2107) so as to be received by them by no later than 10:00 on 
Wednesday, 18 January 2012.

If  you hold dematerialised shares in ConvergeNet through a CSDP or 
broker and do not have an “own name” registration, you must timeously 
advise your CSDP or broker of  your intention to attend and vote at the 
annual general meeting or be represented by proxy thereat in order for 
your CSDP or broker to provide you with the necessary authorisation to 
do so, or should you not wish to attend the annual general meeting in 
person, you must timeously provide your CSDP or broker with your 
voting instruction in order for the CSDP or broker to vote in accordance 
with your instruction at the annual general meeting.

Each shareholder, whether present in person or represented by proxy, is 
entitled to attend and vote at the annual general meeting. On a show 
of  hands every shareholder who is present in person or by proxy shall 
have one vote, and, on a poll, every shareholder present in person or by 
proxy shall have one vote for each share held by him/her.

A form of  proxy (white) which sets out the relevant instructions for use 
is attached for those members who wish to be represented at the annual 
general meeting of  members. Duly completed forms of  proxy must be 
lodged with the transfer secretaries of  the Company to be received by 
not later than 10:00 on Wednesday, 18 January 2012.

 
By order of  the Board

Arcay Client Support (Pty) Limited
(Registration Number 1998/025284/07)

24 November 2011
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NOTICE OF ANNUAL GENERAL MEETING (continued)

ABRIDGED CURRICULUM VITAE

Michelle Julie Krastanov CA (SA)

Michelle is a CA (SA), qualifying and spending seven years with Price 
Waterhouse, after joining in January 1987. In 1994, Michelle moved 
into Corporate Finance, running her own business until joining Arcay 
Moela Sponsors (Pty) Limited (“Arcay”) in October 2001 to start the 
sponsor business. Michelle now heads up the Company within Arcay 
that is responsible for sponsor and designated advisor activities, assists 
with acquisitions and negotiations and other ancillary services.

Michelle was previously a member of  numerous audit committees in 
terms of  the AltX Listings Requirements, and currently chairs the 
audit committee of  Ububele Holdings Limited. In addition, her 
experience includes attendance at numerous listed company board 
meetings, dealing with corporate governance issues and reporting, 
assistance with preparation of  annual reports, JSE announcements, 
JSE ongoing compliance, TRP experience, etc. Michelle is a member 
of  the ConvergeNet Audit Committee.

Sandile Swana BTh (Unisa) BComm (Wits) BComm Hons 
(Unisa) MBA (UP)

Sandile Swana was born in Johannesburg, South Africa and 
matriculated at St John’s College, Mthatha. He completed a 
B.Comm under the Anglo American Scholarship Programme at Wits 
University, with majors in Economics and Business Information 
Systems. He received training in software development and project 

He is a director of  the following companies listed on the 
Johannesburg Stock Exchange: Convergenet Holdings, Gold One 

Data Works which amongst other things specialises in the 
development and implementation of  asset management systems for 
compliance with Government Immovable Asset Management Act 
(GIAMA). He started lecturing at Wits Business School in 2007 
covering Risk Management and Public Private Partnerships. He is a 
member of  the following audit committees: ICASA (chairman); 
Gariep Municipality (Chairman), Gold One; Convergenet Holdings 
(Chairman) and Sallies Limited (Chairman).

He has wide ranging management and leadership experience having 
worked for multi-nationals and private companies including: Anglo 
American as a trainee (1988–1992); New York Times; Caltex Oil; The 

Don Suite Hotels and also acting as non-executive director of  several 

JSE listed companies. Mr Swana is a specialist and experienced leader 

in audit and risk in both the public and private sector including JSE 

listed (Gold One Limited; White Water Resources; Sallies Limited and 

ConvergeNet Holdings). He has well developed quantitative skills 

NR Macdonald

Ross is an international business developer and entrepreneur in the IT 

and telecommunications sectors. He was a part of  the MTN start-up 

team in 1993 and served as group executive for International Business 

Development thereafter. Ross architected the international expansion 

strategy and led the Group in many successful bids for mobile licenses 

across the African continent. After leaving MTN in 2002, he relocated 

to the UK where he continued his work in telecommunications by 

operating a specialist Telecoms advisory and consulting business. Ross 

is a director of  numerous companies, both in the UK – where he 

resides – and in South Africa. A UCT graduate, Ross holds a B.Sc. 

degree in Engineering as well as an MBA. Ross is a founding member 

of  ConvergeNet Holdings.

SLL Peteni

Lester is a UCT B.Sc graduate and brings his many years of  leadership 

experience across a variety of  industries to ConvergeNet Holdings. 

Lester has been a contract manager with the Urban Foundation, a 

technical services manager with the Uluntu Utility Company and the 

managing director of  Khagula Property Developers, amongst others. 

and serves as director on the board of  Basil Read Holdings Limited. 

Lester is a founding member of  ConvergeNet Holdings.

MI Scott

Mpho served as a Member of  Parliament for nine years and is a 

well-established, recognised business executive. During his parliamentary 

service, Mpho participated in the Constitutional assembly that drafted 

parliamentary committees. He undertook several study tours abroad, 

completed various business management courses locally and attended 

the Chevron Texaco Leadership Forum in the USA. Mpho is involved in 

shipping, technology, energy and petroleum products. At present he is 

also a director and chairman of  a number of  companies.
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 Form of proxy

held at 10:00 on Friday, 20 January 2012 at Arcay House II, Number 3 Anerley Road, Parktown, Johannesburg (“the annual general meeting”).

I/We (please print)

of  (address)

being the holder/s of  ordinary shares of  0.01 cent each in Convergenet, appoint (see note 1):

1. or failing him,

2. or failing him,

3. the chairperson of  the annual general meeting,

from voting in respect of  the ordinary shares registered in my/our name/s, in accordance with the following instructions (see note 2):

Number of  votes
For Against Abstain

Ordinary Resolution Number 1

Ordinary Resolution Number 2
Director retirement and re-election (NR Macdonald)
Ordinary Resolution Number 3
Director retirement and re-election (S Swana)
Ordinary Resolution Number 4
Director retirement and re-election (MI Scott)
Ordinary Resolution Number 5
Director retirement and re-election (SLL Peteni)
Ordinary Resolution Number 6
Auditors’ re-appointment and remuneration
Ordinary Resolution Number 7
Appointment of  audit committee member – MJ Krastanov
Ordinary Resolution Number 8
Appointment of  audit committee member – S Swana
Ordinary Resolution Number 9
Appointment of  audit committee member – SLL Peteni
Ordinary Resolution Number 10
Appointment of  audit committee member – MI Scott
Ordinary Resolution Number 11
Approval of  Remuneration Policy
Ordinary Resolution Number 12 
General authority to allot and issue shares for cash
Special Resolution Number 1
General authority to acquire (repurchase) shares
Special Resolution Number 2
Non-executive directors’ remuneration
Ordinary Resolution Number 13
Placing unissued shares under the control of  the directors
Special Resolution Number 3
General authority to enter into funding agreements
Special Resolution Number 4
Amendment to the memorandum of  incorporation

Signed at on 2012

Signature Assisted by me (where applicable) 

Name Capacity Signature

CONVERGENET HOLDINGS LIMITED
(Incorporated in the Republic of  South Africa)  (Registration number 1998/015580/06)

Share code: CVN ISIN code: ZAE000102067 (“ConvergeNet” or “the Company”)
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shareholders with “own-name” registration whose shares are registered 
in their own names on the record date and who wish to appoint 
another person to represent them at the meeting. If  duly authorised, 
companies and other corporate bodies who are shareholders having 
shares registered in their own names may appoint a proxy using this 
form, or may appoint a representative in accordance with the last 
paragraph below.

who have dematerialised their shares through a Central Securities 
Depository Participant (“CSDP”) or broker, and do not have their 
shares registered in their own name, must provide the CSDP or 
broker with their voting instructions. Alternatively, if  they wish to 
attend the meeting in person, they should request the CSDP or 
broker to provide them with a letter of  representation in terms of  the 

the CSDP or broker.

2.  This proxy form will not be effective at the meeting unless received 

Road, Parktown, Johannesburg, Republic of  South Africa, not later 
than Wednesday, 18  January 2012 at 10:00.

3.  This proxy shall apply to all the ordinary shares registered in the 
name of  shareholders at the record date unless a lesser number of  
shares are inserted.

4.  A shareholder may appoint one person as his proxy by inserting the 
name of  such proxy in the space provided. Any such proxy need not 
be a shareholder of  the Company. If  the name of  the proxy is not 
inserted, the chairman of  the meeting will be appointed as proxy. If  
more than one name is inserted, then the person whose name appears 

entitled to act as proxy to the exclusion of  any persons whose names 
follow. The proxy appointed in this proxy form may delegate the 
authority given to him in this proxy by delivering to the Company, in 
the manner required by these instructions, a further proxy form which 
has been completed in a manner consistent with the authority given to 
the proxy of  this proxy form.

5.  Unless revoked, the appointment of  proxy in terms of  this proxy 
form remains valid until the end of  the meeting even if  the meeting 
or a part thereof  is postponed or adjourned.

6. If

 6.1  a shareholder does not indicate on this instrument that the proxy 
is to vote in favour of  or against or to abstain from voting on any 
resolution; or

 6.2  the shareholder gives contrary instructions in relation to any 
matter; or

 Notes to

form of proxy

 6.3  any additional resolution/s which are properly put before the 
meeting; or

  the proxy shall be entitled to vote or abstain from voting, as he thinks 

has provided further written instructions which accompany this form 
and which indicate how the proxy should vote or abstain from voting 
in any of  the circumstances referred to in 6.1 to 6.4, then the proxy 
shall comply with those instructions.

7.  If  this proxy is signed by a person (signatory) on behalf  of  the 
shareholder, whether in terms of  a power of  attorney or otherwise, 
then this proxy form will not be effective unless:

the shareholder to the signatory; or

authority.

8.  The chairman of  the meeting may, at his discretion, accept or reject any 
proxy form or other written appointment of  a proxy which is received 
by the chairman prior to the time when the meeting deals with a 
resolution or matter to which the appointment of  the proxy relates, even 
if  that appointment of  a proxy has not been completed and/or received 
in accordance with these instructions. However, the chairman shall not 

9.  Any alterations made in this form of  proxy must be initialled by the 
authorised signatory/ies.

10.  This proxy form is revoked if  the shareholder who granted the proxy:

 10.1  delivers a copy of  the revocation instrument to the Company 
and to the proxy or proxies concerned, so that it is received by 
the Company by not later than Wednesday, 18  January 2012 
at 10:00; or

 10.2  appoints a later, inconsistent appointment of  proxy for the 
meeting; or

 10.3 attends the meeting in person.

11.  If  duly authorised, companies and other corporate bodies who are 
shareholders of  the Company having shares registered in their own 
name may, instead of  completing this proxy form, appoint a 
representative to represent them and exercise all of  their rights at the 
meeting by giving written notice of  the appointment of  that 
representative. This notice will not be effective at the meeting unless it 

authorities in terms of  which that representative is appointed and is 

3 Anerley Road, Parktown, Johannesburg, Republic of  South Africa, 
not later than the Wednesday, 18  January 2012, at 10:00.
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Summary of  rights established by section 58 of  the Companies 
Act, 71 of  2008 (“Companies Act”), as required in terms of  
subsection 58(8)(b)(i)

1.  A shareholder may at any time appoint any individual, including a 
non-shareholder of  the Company, as a proxy to participate in, speak 
and vote at a shareholders’ meeting on his or her behalf  (section 
58(1)(a)), or to give or withhold consent on behalf  of  the shareholder 
to a decision in terms of  section 60 (shareholders acting other than at 
a meeting) (section 58(1)(b)).

2.  A proxy appointment must be in writing, dated and signed by the 
shareholder, and remains valid for one year after the date on which it 
was signed or any longer or shorter period expressly set out in the 
appointment, unless it is revoked in terms of  paragraph 6.3 or expires 
earlier in terms of  paragraph 10.4 below (section 58(2)).

3.  A shareholder may appoint two or more persons concurrently as 
proxies and may appoint more than one proxy to exercise voting 
rights attached to different securities held by the shareholder (section 
58(3)(a)).

4.  A proxy may delegate his or her authority to act on behalf  of  the 
shareholder to another person, subject to any restriction set out in 
the instrument appointing the proxy (“proxy instrument”) (section 
58(3)(b)).

5.  A copy of  the proxy instrument must be delivered to the Company, 
or to any other person acting on behalf  of  the Company, before 
the proxy exercises any rights of  the shareholder at a shareholders’ 
meeting (section 58(3)(c)) and in terms of  the memorandum of  
incorporation (“MOI”) of  the Company at least 48 hours before 
the meeting commences.

6.  Irrespective of  the form of  instrument used to appoint a proxy:

 6.1  the appointment is suspended at any time and to the extent 
that the shareholder chooses to act directly and in person in the 
exercise of  any rights as a shareholder (section 58)4)(a));

 6.2  the appointment is revocable unless the proxy appointment 
expressly states otherwise (section 58(4)(b)); and

 6.3  if  the appointment is revocable, a shareholder may revoke the 
proxy appointment by cancelling it in writing or by making a 
later, inconsistent appointment of  a proxy, and delivering a 
copy of  the revocation instrument to the proxy and to the 
Company (section 58(4)(c)).

7.  The revocation of  a proxy appointment constitutes a complete and 

shareholder as of  the later of  the date stated in the revocation 
instrument, if  any, or the date on which the revocation instrument 
was delivered as contemplated in paragraph 6.3 above (section 58(5)).

8.  If  the proxy instrument has been delivered to a Company, as long as 
that appointment remains in effect, any notice required by the 
Companies Act or the Company’s MOI to be delivered by the 
Company to the shareholder must be delivered by the Company to the 
shareholder (section 58(6)(a)), or the proxy or proxies, if  the shareholder 
has directed the Company to do so in writing and paid any reasonable 
fee charged by the Company for doing so (section 58(6)(b)).

9.  A proxy is entitled to exercise, or abstain from exercising, any voting 
right of  the shareholder without direction, except to the extent that 
the MOI or proxy instrument provides otherwise (section 58(7)).

10.  If  a Company issues an invitation to shareholders to appoint one or 
more persons named by the Company as a proxy, or supplies a form 
of  proxy instrument:

 10.1  the invitation must be sent to every shareholder entitled to 
notice of  the meeting at which the proxy is intended to be 
exercised (section 58(8)(a));

 10.2  the invitation or form of  proxy instrument supplied by the 
Company must:

  10.2.1  bear a reasonably prominent summary of  the rights 
established in section 58 of  the Companies Act (section 
58(8)(b)(i));

  10.2.2  contain adequate blank space, immediately preceding 
the name(s) of  any person(s) named in it, to enable a 
shareholder to write the name, and if  desired, an 
alternative name of  a proxy chosen by the shareholder 
(section 58(8)(b)(ii)); and

  10.2.3  provide adequate space for the shareholder to indicate 
whether the appointed proxy is to vote in favour of  or 
against any resolution(s) to be put at the meeting, or is 
to abstain from voting (section 58(8)(b)(iii));

 10.3  the Company must not require that the proxy appointment be 
made irrevocable (section 58(8)(c)); and

 10.4  the proxy appointment remains valid only until the end of  the 
meeting at which it was intended to be used, subject to 
paragraph 7 above (section 58(8)(d)).
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Administration

ConvergeNet Holdings Limited
(Registration number 1998/015580/06)

Business Address

Block D, 1st Floor, Centurion

PO Box 10709, Centurion, 0046

Arcay Client Support (Pty) Limited
(Registration number 1998/025284/07)

Arcay House II
3 Anerley Road, Parktown 2193
PO Box 62397, Marshalltown, 2107

Tel +27 11 480 8500
Fax +27 11 480 8556

Transfer secretaries
Computershare Investor Services (Pty) Limited
(Registration number 2004/003647/07)

70 Marshall Street, Johannesburg, 2001
PO Box 61051, Marshalltown, 2107

Sponsors
Arcay Moela Sponsors (Pty) Limited
(Registration number 2006/033725/07)

Arcay House II
3 Anerley Road, Parktown, 2193
PO Box 62397, Marshalltown, 2107

Auditors
Advoca Auditing Inc.
Ground Floor, Bush Willow Building

Cnr Botterklapper & Nentabos Avenue
Pretoria, 0043
Private Bag X 43, Lynnwood Ridge, 0040
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