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VISION AND VALUES 
 
 
 
 
Our VISION is to be the undisputed and premier investment entity in the telecommunications sector, 
delivering sustainable, frequent and above-average returns to our shareholders and business partners. 
 
Our MISSION is to meet our esteemed customers’ telecommunications strategy and connectivity needs 
with innovative, business relevant and customer urgent solutions. We will do so in a sustainable way as an 
ever-evolving, 21st century company. 
 
 

Corporate Values:  
CANI 
Constant and Never-ending Improvement – Continuous improvement to our Intellectual Property (of 
internal and external partners) will enable TeleMasters to stay two steps ahead of our competition in 
innovation and execution. 
 
NO MISTAKES  
We treasure the experience of learning from our mistakes but abhor mistakes that go unattended and 
unresolved. 
 
EXCELLENCE ONLY IN RESULTS  
Effort alone does not guarantee results/performance – excuses are never accepted and commitment to 
achieve and excel is tantamount. 
 
HIGH VALUES AND HIGH PERFORMANCE  
High focus and high energy leads to impressive execution of the TeleMasters’ way. 
 
DO IT TODAY  
We execute all tasks daily and escalate those that require more urgent attention. We do not allow the 
Important to become the Urgent. 
 
LONG-TERM RELATIONSHIPS  
These provide sustainability and durability to our business. We value customers-for-life, and believe that 
people buy from people. Integrity and transparency are critical to all our internal and external dealings. 
 
MEASURE AND REPORT DAILY  
This is our aim within the pre-defined competencies and whilst executing primary measurable objectives 
above all. 
 
RESPONSIBILITY AND ACCOUNTABILITY  
We have an inherent dislike of surprises – even good ones. All our actions are mature, and delegation 
rather than abdication, is the watchword in our very flat corporate structure. 
 
UNCONSCIOUS COMPETENCE  
All tasks are well defined and optimally structured with the view of doing business, not just doing. 
 
CASH IS KING  
Good business practices and a tight grip on risk means that we can reward all contributors and 
shareholders appropriately. 
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COMBINED DIRECTORS’ REPORT 
 

 

The Directors are pleased to submit the performance of the consolidated group for the financial year. 

General trading conditions in the economy is tight and more so in the SME sector where the largest portion 

of our business is done.  

Pressure on prices, margins and operational costs continue and had to be resisted as far as possible. The 

average number of minutes per user continues to decline as usage is lost to personal cellular phones and 

alternative media.  

Notwithstanding these factors, the sales grew by 14,9% across the product range. The sales of data 

bandwidth are especially encouraging.  

A restructuring of sales responsibilities increased the focus on possible areas of growth and the success 

hereof is partially reflected in the turnover. In general, the market is growing more receptive to the digital 

migration of voice and the benefits from more efficient cloud services – where TeleMasters is playing a 

leading role. 

The gross profit increased by 9% due to price adaption and product mix strategies.  

Margin protection and enhancement is a key business strategy. We constantly innovate value-additions to 

our services; we are not in the discounted services sector. Our offerings are meaningful to potential clients 

over competitive services providing a solid business model. At present we have more than 40 Unique Selling 

Propositions across our product range.  

The pre-tax profit grew by 28,8% as a result of a tightening of expenses and prudent cost management. The 

staff must be congratulated for their achievement in containing unnecessary expenditure. Constant and 

Never-Ending Change is part of our culture, and the translation of this ethos into never-ending improvement 

has been paying bankable dividends. 

Cash generation from operations grew by 160% to R7,6million, a dramatic reversal from the previous year. 

The increase in payment of financial leases indicates the size of stock purchased and deployed in creating 

new annuity income. The financing is required for deployment of equipment to new clients as this equipment 

supplies the services to the users.  

As we deploy more equipment through sales, we build an annuity income through the monthly use of voice 

and data and the monthly rental of such equipment. We compare it to planting fruit-bearing trees; in our 

metaphor we don’t care for only flowering (prospective sales) or prodigious leaf bearing (big turnover) ‘trees’. 

Our business is harvesting more fruit (cash into dividends). 
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Net assets and net equity grew in the year in line with the enhanced performance. This is a pleasing trend. 

The staff complement was reduced this year. The emphasis on greater efficiency is translated to better 

operations, more functional operations and systems and constant measuring of business-generating output. 

Darwin’s Law of Variety, then Selection is a constant in life and applies to our business.  

The continuous and future disruptions in technology, legislation and business behaviour patterns do concern 

and trouble us to the point that we drive ourselves to remain ahead of the competition and as far ahead in 

technical implementation and innovation as we find commercially viable.  

Our future is grounded in meeting the communication needs of the Office of Tomorrow – a daunting but 

exhilarating prospect for the eventual winners. 

Mario Pretorius has during December informed the board of his intention to retire as CEO of the group with 

effect 31 December 2017. He will become the new Non-executive chairman of the group. Jaco Voigt will 

change his status from that of a non-executive director to become the new group Chief Executive Officer. 

The current chairman, Mr Stephen van der Merwe will become the Lead Independent Director. We are 

currently considering the appointment of a new non-executive independent director and an appointment 

will be made during January 2018. 

We thank our clients, employees and our suppliers for their support throughout the year and look forward 

to an exciting new year. 

 

DS van der Merwe            MB Pretorius                            

Chairman             Chief Executive Officer 
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CORPORATE GOVERNANCE REPORT 
 
 
The Board hereby confirms its commitment to the principles of integrity, competence, fairness, 
accountability, responsibility and transparency. Through this process, shareholders and other stakeholders 
may derive assurance that the group is being managed ethically according to prudently determined risk 
parameters and in compliance with generally accepted corporate practices. The Board has examined the 
principles and practices of the King IV Report and the JSE Listings Requirements with regard to corporate 
governance. Due consideration has been given as to how best to implement the recommendations within 
the group and as a minimum the Board has complied with the following: 
 
1. COMPOSITION AND INDEPENDENCE OF THE BOARD 
 
The directors bring a wide range of experience, diversity, insight and independence of judgement on issues 
of strategy, performance, resources and standards of conduct to the Board. 
 
The group has a unitary Board with a Chairman who is elected from the Board. The roles of Chairman and 
Chief Executive Officer (CEO) are separated. The Board currently consists of three non-executive directors 
and two executive directors. The non-executive directors are not appointed under service contracts. One of 
the three non-executive directors is independent. 
 
The directors’ terms of office are as follows:   

Director Date appointed Date resigned 
Brandon Rodney Topham – Executive 7 September 2006
Mario Brönn Pretorius – Executive 2 November 2006
Jaco Voigt – Non-executive 12 May 2008
Daniel Stephen van der Merwe – Non-executive independent 01 April 2009
Talana Smith – Executive 1 March 2017 31 August 2017
Marthinus Gerhardus Erasmus - Non-executive 07 August 2014
 
 
Due to required rotation of directors, Mr MG Erasmus and Mr S van der Merwe will retire as directors. Both 
will offer themselves for re-election at the annual general meeting of shareholders. Their curriculum vitae are 
set out under the Directors’ and Executive Managers’ Profiles section of this report. 
 
None of the directors’ remuneration is tied to the group’s financial performance. 
 
All directors’ interests in terms of Section 75 of the Companies Act, No. 71 of 2008 (hereafter the Companies 
Act), as amended, have been disclosed and all directors are aware of their duty to make full disclosure of any 
interest involving the group. 
 
The Board meetings are attended by representatives from the Company’s designated advisor in accordance 
with the JSE Listings Requirements for companies listed on the AltX. 
 
The Board sits at least four times per annum. The directors are properly briefed in respect of special business 
prior to board meetings and information is timeously provided to enable them to consider all the issues 
being dealt with. The directors do make further enquiries where necessary. 
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The attendance of directors at board meetings during the period under review, considering their dates of 
appointment and/or resignation, was as follows: 

 
Name # of meetings # of meetings attended 
Daniel Stephen van der Merwe 6 6 
Mario Brönn Pretorius 6 6 
Brandon Rodney Topham 6 5 
Jaco Voigt 6 6 
Marthinus Erasmus 
Talana Smith 

6 
3 

6 
3 

 
1.1 CHAIRMAN OF THE BOARD 

 

The Chairman is elected by the Board. The Chairman is an independent, non-executive director. The 
Chairman does not chair the Remuneration Committee. Since the Company only has three non-executive 
directors and the change to the Companies Act requiring three non-executives to sit on the Audit 
Committee, the Chairman now also sits on the Audit Committee but does not chair it. 

 

The roles and responsibilities of the Chairman include: 
 
· Setting the ethical tone for the Board and the group;  
· Providing overall leadership to the Board;  
· Managing relationships with shareholders and stakeholders for trust and confidence;  
· Meeting with the CEO and/or CFO and/or Company Secretary before board meetings to discuss 

important issues and agree on the agenda;  
· Setting the agenda for board meetings;  
· Ensuring that complete, timely, relevant and accurate information is placed before the Board for 

informed decisions;  
· Presiding over board meetings and ensuring productive board meetings;  
· Presiding over shareholders’ meetings;  
· Formulating a work plan for the Board against its set objectives;  
· Ensuring that the Board’s decisions are executed;  
· Managing directors’ conflicts of interest with a register of interests and a process for recusal from 

voting;  
· Evaluating the independence of the independent non-executive directors annually;  
· Acting as the link between the Board, the CEO and management;  
· Mentoring, developing and encouraging the directors;  
· Conducting a formal annual performance evaluation of the Board, the directors and the sub-

committees;  
· Identifying training needs of the directors; 
· Tailoring an induction programme for new directors to familiarise incoming directors with 

operations, the business environment and the sustainability of the group; to define their duties and 
responsibilities; and to brief them on risks, legislative changes, accounting standards and policies;  

· Adopting a programme of continuing professional education of the directors;  
· Identifying and participating in the selection of Board members in the absence of the Nomination 

Committee;  
· Overseeing the succession plan for the Board and Senior Management; and  
· Recommending the removal of non-performing or unsuitable directors. 
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1.2 CHIEF EXECUTIVE OFFICER 
 
The CEO is appointed by the Board. The CEO has the ultimate responsibility for all management functions, 
but may delegate these to management. 
 
The CEO is not a member of the Remuneration or Audit Committees but is invited to attend the meetings of 
these committees. 
 
The roles and responsibilities of the CEO include: 
 
· Establishing the organisational structure for the group;  
· Recommending or appointing the executive team;  
· Doing succession planning for the executive team;  
· Conducting performance appraisals for the executive team;  
· Developing the group’s strategy over the short and long term for approval by the Board;  
· Developing and recommending business plans and budgets;  
· Monitoring and reporting on the group’s performance to the Board;  
· Monitoring and reporting on the group’s compliance with laws and corporate governance to the 

Board; and  
· Creating a corporate culture that promotes sustainable ethical practices, encourages integrity and 

fulfils the group’s social responsibility. 
 
2. APPOINTMENT AND RE-ELECTION OF THE BOARD 
 
The directors bring a wide range of experience, diversity, insight and independence of judgement on issues 
of strategy, performance, resources and standards of conduct to the Board. Directors are appointed based 
on the needs of the group and the nature of its business and to ensure diversity in terms of qualifications, 
technical expertise, industry knowledge, experience, nationality, age, race and gender. 
 
The board is currently considering an additional non-executive independent director to the board and these 
policy considerations are being taken into account.
 
 
In accordance with the JSE Listings Requirements, a Nomination Committee is not required, neither does 
the size of the group warrant the establishment of a Nomination Committee. 
 
The following procedures are followed regarding any changes to the Board: 
 
· Any new appointment will be considered by the Board as a whole;  
· Appointments to the Board are based on levels of skill, acumen, qualifications, experience and actual 

or potential contributions to the group, having due regard to employment equity and gender 
diversity requirements; and  

· The Company Secretary will ensure that the new director attends the JSE Alt-X Requirement for 
Directors, namely to attend the Directors Induction Programme, and will  
provide the new director with an induction session to ensure that the new Board member 
understands the group, the business environment and his/her role and responsibilities as a director 
of the Company. All of the directors have attended this course.  
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3. ROLE AND FUNCTION OF THE BOARD 
 
The Memorandum of Incorporation of the Company is the charter which governs the directors’ powers and 
conditions of appointment. The day-to-day management of the group is vested in the executive directors. 
 
The Board’s main responsibilities include: 
 
· Setting and monitoring strategy and operations based on the economic, social and environmental 

sustainability of the group over the short and long term;  
· Aligning group strategy and performance with the interests and expectations of shareholders;  
· Establishing a proper corporate governance framework;  
· Setting the ethical foundation for the group through setting and adhering to a Code of Conduct and 

an ethics management programme;  
· Examining opportunities and implementing measures to ensure that all opportunities are seized;  
· Maintaining governance of risk;  
· Maintaining governance of information technology (IT);  
· Establishing a framework for the delegation of authority;  
· Setting a formal process for the appointment of directors in the absence of a Nomination 

Committee;  
· Appointing a competent, suitably qualified and experienced Company Secretary;  
· Establishing an effective and independent Audit Committee and approving its formal charter, 

agenda and work plan;  
· Establishing a Remuneration Committee to ensure that directors and executives are remunerated 

fairly and responsibly;  
· Ensuring that the group complies with all applicable laws and considers adherence to rules, codes 

and standards;  
· Ensuring the necessity of the establishment of an effective risk-based Internal Audit;  
· Ensuring the integrity of the group’s integrated report; and  
· Reporting on the effectiveness of the group’s system of internal controls. 
 
Two of the Board members are involved in the group’s operations daily. While retaining overall 
accountability and subject to matters reserved to itself, the Board has delegated authority to run the 
group’s day-to-day affairs to the CEO. 
 
Directors all have unfettered access to the Company Secretary. Directors are entitled to ask questions of 
any personnel and have unrestricted access to all company documentation, information and property. 
 
 
4. BOARD COMMITTEES 
 
Although the JSE Listings Requirements only provide for the establishment of an Audit Committee, the 
group  
has established a Remuneration Committee and a Social and Ethics committee as required by the 
Companies Act. All of these committee’s report to the Board. 
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4.1 AUDIT & RISK COMMITTEE 
 
The Board has established an Audit and Risk Committee as part of the Board’s commitment to ensure a 
sound system of internal control to safeguard stakeholders’ interests and the group’s assets. 
 
The Audit Committee consists of at least three non-executive directors with one being independent. The 
Chief Financial Officer (CFO), the External Audit Partner and a representative of the Company’s 
designated advisor are invited to attend all meetings but have no votes. The majority of the members of 
the Committee are financially literate. 
 
The Shareholders appointed Mr M Erasmus as Chairman of the Audit & Risk Committee. He is a Chartered 
Accountant whose profile is set out under the Directors profile section of this report. Members of the Audit 
Committee collectively have the required qualifications and experience appropriate for the size, 
circumstance and industry of the group with regards to integrated reporting, internal financial controls, 
external and internal audit procedures, corporate law, risk management, sustainability issues and 
governance of processes within the group. 
 
The Audit & Risk Committee convened on various occasions during the financial period under review, as 
set out below. The Audit Committee did meet separately with the external auditors during the year. 

 
The primary objective of the Audit & Risk Committee is to promote the overall effectiveness of corporate 
governance within the group, and includes:  
· Ensuring compliance with applicable legislation and the requirements of regulatory authorities;  
· Ensuring the integrity of the group’s integrated report, accounting and financial reporting systems;  
· Reviewing financial reports such as the annual financial statements, interim results 

announcements, integrated information, price-sensitive financial information, trading statements 
and circulars;  

· Evaluating significant judgements and reporting decisions, including changes in accounting policies, 
significant unusual items and materiality:  

· Recommending the annual financial statements to the Board for approval;  
· Reviewing the statement on going concern after taking into consideration the group’s future 

working capital requirements;  
· Reviewing budgets and forecasts;  
· Reporting on sustainability issues;  
· Performing an annual review of the expertise, resources and experience of the group’s finance 

function including the CFO;  
· Monitoring all contracts entered into by the group in which any of the directors are either 

beneficially or indirectly beneficially interested to ensure that all such contracts are fair and 
reasonable and in the best interest of the group;  

· Recommending the re-appointment or removal of the external audit firm and designated auditor, 
who is independent of the group, to the Board on a 5-year rotation basis;  

· Approving the external audit firm’s terms of engagement;  
· Approving the external auditors’ remuneration;  
· Reviewing, monitoring and reporting on the independence and objectivity of the external audit firm;  
· Assessing the effectiveness of the external audit process annually;  
· Defining a policy for the nature, extent and terms of non-audit services that may be performed by 

the external auditors for approval by the Board;  
· Handling disagreements between management and the external auditors;  
· Engaging an external audit firm to provide an assurance report on any summarised financial 

information;  
· Addressing concerns raised by the external audit firm;  
· Receiving notice of reportable irregularities in terms of the Auditing Profession Act, No. 26 of 2005 

from the external audit firm;  
· Advising on monitoring or enforcement actions against the group;  
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· In the absence of a Risk Committee, overseeing the implementation of a risk management process 
by management;  

· Ensuring that the appropriate systems are in place for monitoring risk, financial control and 
compliance with the law and codes of conduct;  

· Performing an annual review of the design, implementation and effectiveness of internal financial 
controls; 

· Reviewing arrangements made by the group for “whistle blowing”;  
· Approving amendments to the group’s Code of Conduct;  
· Reporting to shareholders at the annual general meeting and internally to the Board on how the 

Audit Committee carried out its functions;  
· Reviewing the external audit and commenting on the annual financial statements, policies and 

internal control;  
· Ensuring compliance with the Code of Corporate Practices and Conduct; and  
· Ensuring compliance with the group’s Code of Ethics. 
 

 
 
 
 
 
 
 
 

 
The Audit & Risk Committee has explicit authority to investigate any matter under its terms of reference 
and has access to all the resources and information it requires in order to act on this authority. 
 
The attendance of committee members at Audit & Risk Committee meetings during the period under 
review, considering their dates of appointment and/or resignation, was as follows: 
 
 
4.2 REMUNERATION COMMITTEE 
 
Although a Remuneration Committee is not a JSE Listings Requirement for AltX listed companies, this was 
established in the interest of good corporate governance. The Remuneration Committee is appointed by 
the Board and its terms of reference are reviewed annually. 

 

The Remuneration Committee consists of three non-executive directors. The Chairman is a non-executive 
director. 
 
The Remuneration Committee met once during the period under review. The attendance of committee 
members at the Remuneration Committee meeting during the year, taking into account their dates of 
appointment and/or resignation, was as follows: 
 
Name   
 # of meetings held # of meetings 
  attended 
J Voigt (Chairman) 1 1 
MG Erasmus 1 1 
DS van der Merwe 1 1 
 

Name # of meetings 
# of meetings 

attended 
MG Erasmus (Chairman) 5 5 
DS van der Merwe 5 5 
T Smith (Chief Financial Officer) – BT invitation 2 2 
J Voigt 5 5 
BR Topham (Acting Chief Financial Officer) – By 
invitation 3 3 
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The primary objective of the Remuneration Committee is to set the remuneration of the directors of the 
Company, including: 
 
· Setting and administering remuneration policies;  
· Reviewing benefits to ensure that they are justified, correctly valued and properly disclosed;  
· Setting directors’ fees for non-executive directors and Committee members for approval by 

the shareholders at the annual general meeting;  
· Negotiating employment contracts for senior executives; and  
· Ensuring proper disclosure of the remuneration of each individual director and certain 

senior executives. 
 
The remuneration policy as agreed by the committee includes the following: 
 
The remuneration paid to directors is determined on a cost-to-company basis and consists solely of a basic 
salary and certain fringe benefits for both executive and non-executive directors with the amounts being 
based on each director’s level of day-to-day responsibility and activity. These packages are not linked to 
performance and directors do not participate in any share incentive schemes. 
 
Contracts do not allow for balloon payments on termination or severance compensation due to any 
change in control. 
 
Wages that are fair, equitable and industry related are offered and performance to the stated goals are 
measured, reported, reviewed and rewarded.  
 
Performance payments are linked to ISO standard reviews and are transparent and a true reflection of the 
measured contribution.  
 
No discrimination of any kind influences remuneration decisions.  
 
Key executive remuneration is approved directly by the Remuneration Committee 
 
The remuneration of each individual director and certain senior executives is set out in note 22 of the 
annual financial statements. 
 
In line with King IV, the remuneration policy and implementation thereof will be tabled for two separate 
non-binding advisory votes at the AGM.  If 25% or more of the shareholders vote against either resolution 
at the AGM, the Board will invite dissenting shareholders to engage with the Remuneration Committee on 
their issues. 
 
4.3 SOCIAL AND ETHICS COMMITTEE 
 
The Board has a Social and Ethics committee which comprises of all directors of the company. The 
committee has adopted a charter and Terms of Reference to monitor company activities with reference to 
the law and best practices. 
 
The attendance of committee members at social and ethics committee meetings during the year under 
review, taking into account their dates of appointment and/or resignation, was as follows: 
 
Name # of meetings # of meetings attended 
DS van der Merwe (Chairman) 1 1 
MB Pretorius 1 1 
BR Topham 1 1 
J Voigt 1 1 
MG Erasmus 1 1 
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5. INTERESTS OF DIRECTORS AND OFFICERS 
 
The register of interests of directors in contracts in terms of Section 75 of the Companies Act is available 
to Members of the public on request.  
The interests of directors and officers in the group’s securities as at 30 June 2017 are set out in 
the Directors’ Report. 
 
 
6. COMPANY SECRETARY 
 
The appointment and removal of the Company Secretary is a matter for the Board as a whole. The roles 
and responsibilities of the Company Secretary include: 
 
· Assisting in setting the procedure for the appointment of directors;  
· Assisting in the proper induction, orientation, ongoing training and education of directors;  
· Assessing individual training needs of directors and executive management in their fiduciary and 

governance responsibilities;  
· Providing guidance on duties and responsibilities of the Board and the individual directors;  
· Providing guidance and advice to the Board on governance and legislation;  
· Formulating the Board and committee charters;  
· Compiling and circulating Board packs;  
· Assisting the chairmen of the Board and committees with work plans;  
· Obtaining responses and feedback on agenda items and matters arising;  
· Ensuring proper recording of board and committee meetings and circulating the minutes timeously;  
· Assisting the Chairman with the annual evaluation of the Board, the directors and senior 

management. 
 
All directors have access to the advice and services of the Company Secretary. The Holding Company’s company 
secretary also performs the company secretarial duties for the subsidiary in the group. 
 
The board has considered the fact that the company secretary is controlled by a director of the company 
and is of the opinion that based on the size of the company, the nature of the company’s business and the 
recent restructuring of the business model, the role of the company secretary is not a full-time role and as 
such does not warrant the employment of an additional person to fulfil these duties. With regard to the 
role as gatekeeper of good corporate governance, the board has considered the fact that the company 
secretary has a qualified chartered accountant, an admitted attorney of the High Court of South Africa, has 
trained on corporate governance and has performed governance audits in its employ. The board is of the 
opinion that he adequately and effectively carries out the role of company secretary. 
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7. ACCOUNTING AND AUDITING 
 

 
The Board is committed to complying with International Financial Reporting Standards (IFRS), the 
Companies Act and the JSE Listings Requirements. 
 
The external auditors observe the highest level of business and professional ethics and their independence 
is not impaired in any way. The external auditors are given unrestricted access to all financial records and 
related data, including minutes of all meetings of shareholders and of the Board and Board committees. 
The directors believe that all representations made to the independent auditors during their audit are valid 
and appropriate. 
 
The external auditors provide an independent assessment of systems of internal financial control to the 
extent necessary for the audit, and express an independent opinion on whether the financial statements 
are fairly presented. 
 
The auditors do not perform any non-audit services, other than providing limited tax assistance to obtain 
company tax clearance certificates. 
 
8. INTERNAL AUDIT 
 
The group has not established an internal audit function to evaluate to group’s risk management, internal 
controls, governance processes and ethics, as the Board is of the opinion that the company is ethically 
and efficiently managed and that the costs of a separate internal audit function will outweigh the benefits 
derived therefrom. Furthermore, the size of the business and the established internal control system does 
not warrant a full time internal audit function. The Board will, in consultation with the Audit Committee, 
outsource certain work to external consultants as and when the need arises. The Board is satisfied that 
there is an ongoing process for identifying, evaluating and managing the significant risks. 
 
In the absence of an internal audit function, the responsibility of monitoring risks and establishing a 
formal risk management policy and plan has been delegated to the Audit Committee. This committee 
must ensure that effective controls are in place to mitigate identified risks and ensure an effective internal 
control framework. 
 
 
9. COMMUNICATION WITH STAKEHOLDERS 
 
The Board has adopted a policy of effective communication and engagement with all stakeholders. The 
group seeks to provide a secure, healthy and participative social and working environment for its staff and 
Associates. 
 
The Board encourages its stakeholders to attend the group’s general meetings where they will be provided 
with the opportunity to ask questions of the Board, the Audit Committee and the group’s auditors. 
Shareholders will be informed at the annual general meeting of the results of all voting which may have 
taken place. 
 
10. CLOSED AND PROHIBITED PERIODS 
 
The Company enforces a restricted period for dealing in shares, in terms of which the Board disallows all 
directors any dealings in shares from the time that the reporting period has elapsed to the time that the 
results are released and at any time that the Company is trading under a cautionary announcement or is 
considered to be in a prohibited period. A procedure for directors to deal in shares has been introduced 
and all affected persons have access to the Company Secretary and the designated advisor should they 
have any doubt as to whether or not they may trade. 
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11. CODE OF ETHICS 
 
The Board subscribes to the highest level of professionalism and integrity in conducting its business and 
dealing with all its stakeholders. 
 
In adhering to its Code of Ethics, the Board is guided by the following broad principles: 
 
· Businesses should operate and compete in accordance with the principles of free enterprise;  
· Free enterprise will be constrained by the observance of relevant legislation and generally accepted 

principles regarding ethical behaviour in business;  
· Ethical behaviour is predicated on the concept of utmost good faith and characterised by integrity, 

reliability and a commitment to avoid harm;  
· Business activities will benefit all participants through a fair exchange of value or satisfaction of 

need;  
· Equivalent standards of ethical behaviour are expected from individuals and companies with whom 

business is conducted. 
 
12. GOVERNANCE OF INFORMATION TECHNOLOGY 
 
The Board has not adopted a formal charter and policies setting out the decision-making rights and 
accountability in relation to IT. The effective and efficient management of the IT resources is currently 
controlled by the CEO and any expenditure is aligned with the performance and sustainability objectives set 
by the Board. 
 
The Audit Committee has, in the absence of an IT Steering Committee, included IT risks and the measures 
to mitigate these risks as part of its risk management process and matrix. Measures have been 
implemented to address issues such as disaster recovery plans, privacy and security concerns. 
 
13. SUSTAINABILITY REPORTING 
 
Our current business methodology and telephony solutions for our clients remains at the leading edge of 
technological development. These technologies ensure our long-term sustainability whilst embracing 
technologies which have almost no environmental impact. 
 
The Board believes that the group has adhered to its ethical standards during the year under review. 
 
The overall well-being of the group’s employees is regarded as very important and the group encourages its 
employees to raise any issue with the executive directors. 
 
The group’s office systems, are aimed at reducing resource consumption over time and the directors are 
continuously exploring ways in which to reduce paper, energy and water usage. The use of natural light and 
heating is optimised in the group’s current offices and recycling of waste is encouraged and implemented. 
 
The Social Committee, consisting of staff members of the group, continue to hold social drives to raise 
money for charitable events and programmes. 
 
We are continually reviewing our sustainability in terms of best industry practices. 
 
14. TRANSFER OFFICE 
 
Link Market Services South Africa (Pty) Ltd act as the Company’s transfer secretary. 
 
15. DESIGNATED ADVISOR 
 
Arbor Capital Sponsors (Pty) Ltd acts as the Company’s designated advisor in compliance with the JSE 
Listings Requirements. 
 



 
TeleMasters Holdings Limited – Integrated Report 2017 
 

16. APPLICATION OF THE KING IV REPORT ON CORPORATE GOVERNANCE FOR SOUTH AFRICA 
 
TeleMasters Holdings Limited (TeleMasters Holdings/ the Company) is a company listed on the Alternative 
Exchange of the Johannesburg Stock Exchange operated by the Johannesburg Stock Exchange Limited 
(JSE). The Company complies with the principles of King IV, the mandatory corporate governance 
requirements of the JSE Listing Requirements paragraph 3.84, which stipulates that issuers must comply 
with certain specific requirements concerning corporate governance.   
 
For the period ended 30 June 2017, TeleMasters Holdings applied all the principles of King IV as disclosed 
below: 
 
Leadership, ethics and corporate citizenship 
 
Leadership 
 
Principle 1 The Board should lead ethically and effectively. 
 
TeleMasters board of directors (the Board) exercises effective leadership, with each director adhering to 
the duties of a director. The directors have the necessary competence and act ethically in discharging their 
responsibility to provide strategic direction and exercise control over the Company as provided for in the 
Board charter and the Company’s Memorandum of Incorporation (MOI). 
 
The Board charter outlines the policies and practices of the Board on matters such as directors’ dealings in 
the securities of the Company and declarations of conflicts of interest. Directors adhere to the Company’s 
declarations of interest policy, which is based on the requirements of the Companies Act 71 of 2008 
requirements. The Board considers and takes note of the declarations of interests tabled and identifies and 
acts on untenable conflicts. Directors, executives and senior employees are prohibited from dealing in the 
Company’s securities during certain prescribed periods. The Company Secretary regularly informs 
directors, executives and senior employees of the insider trading legislation and advises them of closed 
periods. A report on directors’ dealings in the Company’s shares is tabled at each Board meeting and is 
disclosed in terms of the applicable JSE listings requirements. 
 
The Board is committed to driving the group strategy and operations of the Company based on an ethical 
foundation, to support a sustainable business whilst acting in the best interest of the Company and 
oversees and monitors implementation and execution by management, ensuring accountability for the 
Company’s performance. The Board continually considers Company short- and long-term impact on the 
economy, society, environment and its stakeholders while considering relevant risks. 
 
The Board exercises control through the governance framework of the Company which includes detailed 
reporting to the Board and its committees, Board reserved decision-making authority and a system of 
assurances on internal controls. 
 
Organisational ethics 
 
Principle 2 The Board should govern the ethics of the company in a way that supports the 
establishment of an ethical culture. 
 
The Board determines and sets the tone of the Company’s values and culture, including principles of 
ethical business practice, human rights considerations and the requirements of being a responsible 
corporate citizen and, through the Safety, Social and Ethics Committee, approves the Company’s code of 
ethics, based on responsibility, honesty, fairness and respect. 
 
Management has been delegated the responsibility for implementation and execution of the Code of 
Ethics (“the Code”) and the Board, with the assistance of the Social and Ethics Committee, exercises 
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ongoing oversight of the management of ethics, monitoring the Company’s activities regarding ethics and 
ensuring it is integrated in the operations of the Company. 
 
The Code guides interaction with all stakeholders of the Group, including employees, and addresses the 
key ethical risks of the Company.  
 
Responsible corporate citizenship 
 
Principle 3 The Board should ensure that the company is and is seen to be a responsible corporate 
citizen. 
 
In accordance with its role of overseeing the Company’s conduct as a good corporate citizen, the Board 
approves the strategy and priorities of the business, including material matters and, more specifically, 
those related to sustainability. Through stakeholder engagement and collaboration, the Company has 
committed to understanding and being responsive to the interests and expectations of stakeholders and to 
partnering with them in finding lasting solutions to sustainability challenges. 
 
It is a TeleMasters Holdings Group imperative to be a values-driven organisation and to fulfil its legal and 
moral obligations as a good corporate citizen. The Board, with the support of the Social and Ethics 
Committee and the Group Executives, oversees and monitors how the operations and activities of the 
Company affect its status as a responsible corporate citizen.  
 
Strategy, performance and reporting 
 
Strategy and performance 
 
Principle 4  The Board should appreciate that the company’s core purpose, its risks and opportunities, 
strategy, business model, performance and sustainable development are all inseparable elements of the 
value creation process. 
 
The Board informs and approves the Company’s strategy which is aligned with the purpose of the 
Company, the value drivers of its business and the legitimate expectations of its stakeholders and is aimed 
at ensuring sustainability and takes into account the risks facing the Group. The Board oversees and 
monitors, with the support of its Committees, the implementation and execution by management of the 
strategy and ensures that the Company accounts for its performance by, amongst others, reporting and 
disclosure.  
 
Reporting 
 
Principle 5  The Board should ensure that reports issued by the company enable stakeholders to make 
informed assessments of the company’s performance, and its short, medium and long-term prospects. 
 
The Board, through the Audit Committee, ensures that the necessary controls are in place to verify and 
safeguard the integrity of the annual reports and any other disclosures. The Company complies with all 
required disclosures. Reporting frameworks and materiality are approved by the Audit Committee to 
ensure compliance with legal requirements and relevance to stakeholders. 
 
The Audit Committee oversees the integrated reporting process and reviews the audited financial 
statements. 
 
The Company ensures that the annual reports, including the Annual Financial Statements (AFS), the 
Integrated Report, sustainability reports and any other relevant information to stakeholders are published 
on the Company’s website and distributed to applicable stakeholders. 
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Governing structures and delegation 
 
Primary role and responsibilities of the Board 
 
Principle 6 The Board should serve as the focal point and custodian of corporate governance in the 
company. 
 
The Board has an approved charter which it reviews annually. The charter sets out its governance 
responsibilities, including the role, responsibilities, membership requirements and procedural conduct. The 
Board implements and monitors the governance practices within the Group. 
 
The Board as well as any director or Committee may obtain independent, external professional advice at 
the Company’s expense concerning matters within the scope of their duties and the directors may request 
documentation from and set up meetings with management as and when required. 
 
An appropriate governance framework and the necessary policies and processes are in place to ensure 
adherence to essential Group requirements and minimum governance standards. As a direct shareholder, 
the Company exercises its rights and is involved in the decision-making of its subsidiaries on material 
matters. Subsidiaries have adopted the governance framework as appropriate and have aligned it to their 
MOI. 
 
Composition of the Board 
 
Principle 7 The Board should comprise the appropriate balance of knowledge, skills, experience, 
diversity and independence for it to discharge its governance role and responsibilities objectively and 
effectively 
 
The capacity of each director is categorised as defined in the JSE listings requirements, also taking into 
consideration King IV and other factors as there are two executive directors on the Board namely the Chief 
Executive Officer (CEO) and the Chief Financial Officer (CFO). In terms of the Company’s MOI, one-third of 
non-executive directors must retire at every AGM and are eligible for re-election. When considering 
appointment or re-election of directors, the Board, considers the knowledge, skills and resources required 
for conducting the business as well as considering its size, diversity and demographics to ensure its 
effectiveness.  
 
There is a clear distinction drawn between the roles of the CEO and the Chairman and these positions are 
occupied by separate individuals. A brief CV for each director standing for election or re-election at the 
AGM accompanies the notice of the AGM. 
 
Newly appointed directors are inducted in the Company’s business, board matters, their duties and 
governance responsibilities as directors under the guidance of the Company Secretary, in accordance with 
each director’s specific needs. Directors receive briefings on new legal developments and changes in the 
risk and general business environment on an on-going basis.  
 
Committees of the Board 
 
Principle 8 The Board should ensure that its arrangements for delegation within its own structures 
promote independent judgement and assist with balance of power and the effective discharge of its 
duties. 
 
Committees have been established to assist the Board in discharging its responsibilities. The Committees 
of the Board comprise the Audit Committee, the Remuneration Committee and the Social and Ethics 
Committee. 
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The Committees are appropriately constituted, and members are appointed by the Board, except for the 
Audit Committee whose members are nominated by the Board and elected by shareholders.  
 
After year end, a restructure of the Board has resulted in the number of non-executive directors being 
reduced from three to two, which has a direct impact on the constitution of the Audit Committee.  The 
Board is aware of this and appropriate steps are being taken to address this vacancy within the required 
timelines. 
 
External advisors, executive directors and members of management attend Committee meetings by 
invitation. The Committees play an important role in enhancing high standards of governance and 
achieving increased effectiveness within the Group. Formal terms of reference are established and 
approved for each Committee, which are reviewed regularly. The committee has its own charter. 
  
The Board considers the allocation of roles and associated responsibilities and the composition of 
membership across Committees holistically, to achieve the following: 

 Effective collaboration through cross-membership between committees, where required; 
coordinated timing of meetings; and avoidance or duplication or fragmented functioning in so far 
as possible. 

 There is a balanced distribution of power in respect or membership across Committees, so that no 
individual has the ability to dominate decision making, and no undue reliance is placed on any 
individual. 

A delegation by the Board of its responsibilities to a Committee will not by or of itself constitute a 
discharge of the Board’s accountability. 
The Board applies its collective mind to the information, opinions, recommendations, reports and 
statements presented by the chairman of a Committee. 
 
Audit & Risk Committee 
 
The Board has an Audit & Risk Committee comprising of non-executive directors only and its independence 
and effectiveness is reviewed on an annual basis. The Audit Committee is constituted as a statutory 
committee of TeleMasters Holdings Limited in respect of its statutory duties in terms of section 94(7) of 
the Companies Act and a committee of the Board in respect of all other duties assigned to it by the Board. 
The Committee performs the functions as set out in the Companies Act. Adequate processes and 
structures have been implemented to assist the Committee in providing oversight and ensuring the 
integrity of financial reporting, internal control and other governance matters relating to subsidiaries. 
 
The Audit & Risk Committee consists of 3 non-executive directors. The Chairman of the Board is a member 
of the Committee. Members of the Committee are elected by shareholders. All Committee members are 
financially literate and have extensive Audit Committee experience. 
 
The Committee provides independent oversight of, among others, the effectiveness of the Company’s 
assurance services, with focus on combined assurance arrangements, including external assurance service 
providers and the finance function and the integrity of the AFS and, to the extent delegated by the Board, 
other external reports issued by the Company. The Committee also considers annually and satisfies itself of 
the appropriateness of the expertise and experience of the CFO and the finance function. 
 
The performance of the Audit Committee and significant issues dealt with during the year are described in 
the Report of the Audit Committee included in the AFS. 
 
Remuneration Committee 
The Remuneration Committee is responsible for overseeing remuneration. All members of the Committee 
are non-executive directors. The Chairman of the Board is a member of the Committee. 
 
Social and ethics committee 
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The Social and Ethics Committee is responsible to oversee and report on ethics, responsible corporate 
citizenship, sustainable development and stakeholder relationships. It is also responsible to execute on the 
statutory duties set out in the Companies Act. 
The Chairman of the Board, as well as the CEO and the CFO, are members of the Committee. 
 
Evaluations of the performance of the Board governing body 
 
Principle 9 The Board should ensure that the evaluation of its own performance and that of its 
committees, its chair and its individual members, support continued improvement in its performance and 
effectiveness. 
 
The Board is responsible to evaluate the effectiveness and performance of the Board, its Committees and 
the individual directors every second year. The Chairman of the Board, assisted by the Company Secretary, 
leads the evaluation process. 
 
The Board, determines the number of external directorships and other positions a director may hold, 
taking into consideration the relative size and complexity of the other organization. The Chairman annually 
considers the commitments of directors and whether the director has sufficient time to fulfil the 
responsibilities as a director to ensure they can still execute their job effectively and is free from conflicts 
that cannot be managed satisfactorily. Should the Chairman be of the view that a director is over-
committed or has an unmanageable conflict, the Chairman will meet with that director to discuss the 
resolution of the matter.  
 
The role of the Chairman is formalised and every second year an assessment of the Chairman’s ability to 
add value and his performance against what is expected of his role and function is conducted by the Board. 
The board is currently considering the appointment of a lead independent director who will be responsible 
for ensuring that the performance of the Chairman is evaluated annually. The Board is responsible for 
succession planning for the position of the Chairman.  
 
Appointment and delegation to management 
 
Principle 10  The Board should ensure that the appointment of, and delegation to, management 
contribute to role clarity and the effective exercise of authority and responsibilities. 
 
The Board approves and regularly reviews the framework and top-level delegation of authority in terms of 
which matters are delegated to the CEO. The CEO is the highest executive decision-making authority of the 
Group and is delegated with authority from and is accountable to the Board for the successful 
implementation of the Group strategy and the overall management and performance of the Group, 
consistent with the primary aim of enhancing long-term shareholder value. 
 
The CEO is not a member of the Remuneration or Audit Committees, but attends meetings of these 
committees by invitation.  
 
The CEO and the Board will agree on whether the CEO may take up additional professional positions, 
including membership on other governing bodies outside the group. Time constraints and potential 
conflicts of interests will be considered and balanced against the opportunity for professional 
development. 
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Governance functional areas 
 
Risk governance 
 
Principle 11 The Board should govern risk in a way that supports the company in setting and achieving 
its strategic objectives. 
 
The Board has responsibility for the governance of risk and approves the risk policy that gives effect to its 
risk appetite. The Board is assisted primarily in this regard by the Audit & Risk committee which co-
ordinates the risk register and the management of the risk profile and policy. The Company’s risk policy re-
affirms that the group is committed to effective risk management in pursuit of its strategic objectives, with 
the ultimate aim to grow value sustainably for all stakeholders by embedding risk management into key 
decision-making processes. 
 
The Board also approves TeleMasters Holding’s Group risk profile and financial risk appetite and tolerance 
levels, ensuring that risks are managed within these levels and considers the risk environment from time to 
time, as deemed appropriate and based on materiality and changes in the external and internal 
environments. 
 
To support the Board in ensuring effective risk management oversight, the Audit & Risk Committee is 
responsible for ensuring the effective monitoring of relevant Group risks. In monitoring and providing 
oversight on the group’s risk, the Audit & Risk Committee considers potential risks and/or opportunities as 
appropriate. 
 
Technology and information governance 
 
Principle 12 The Board should govern technology and information in a way that supports the company 
setting and achieving its strategic objectives. 
 
The Board is ultimately accountable for the governance of information and technology management 
 (“IM”). 
  
Assurance is provided that the IM controls in place are effective, that information management risks are 
addressed and the return on major IT investments are aligned to group strategy.  
 
External auditors perform assessments as part of their audit of information management related controls. 
All significant information management related audit findings are reported to the Audit Committee and 
the Board and managed accordingly. 
 
The information management strategy is aligned to the business needs and sustainability objectives. 
  
The information management risk management framework is aligned to the risk management framework, 
including third-party management and disaster recovery measures. All technology solutions impacting 
financial reporting are part of external auditing scope. 
 
Measures to ensure compliance to all relevant laws, information security and the protection of personal 
information are in place. 
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Compliance governance 
 
Principle 13 The Board should govern compliance with applicable laws and adopted, non-binding rules, 
codes and standards in a way that supports the company being ethical and a good corporate citizen. 
 
TeleMasters requires all directors and employees to comply with all applicable laws. Legal compliance 
systems and processes are in place and are continuously improved to mitigate the risk of non-compliance 
with the laws and also to ensure appropriate responses to changes and developments in the regulatory 
environment. 
 
To the extent that legal and regulatory matters have an impact on the financial statements, reports are 
presented to the Audit Committee.  
 
Remuneration governance 
 
Principle 14 The Board should ensure that the company remunerates fairly, responsibly and 
transparently so as to promote the achievement of strategic objectives and positive outcomes in the short, 
medium and long term. 
 
The Company has a rewards strategy and policy which translates into competitive and appropriate reward 
outcomes.  
 
The Remuneration Committee is tasked by the Board to independently approve and oversee the 
implementation of a remuneration policy that will encourage the achievement of the group strategy and 
grow stakeholder value sustainably. 
 
The remuneration policy aims to enable the attraction and retention of skilled resources and results in 
rewards aligned with shareholder interests. 
 
The Company issues an implementation report on remuneration of each director by publishing the 
prescribed information individually in its Annual Financial Statements. 
 
In line with the recommended practices in King IV, both the remuneration policy and the implementation 
report are tabled for separate non-binding advisory votes by the shareholders at the AGM. 
 
Assurance 
 
Principle 15 The Board should ensure that assurance services and functions enable an effective control 
environment, and that these support the integrity of information for internal decision-making and of the 
company’s external reports. 
 
The Audit Committee is responsible for the quality and integrity of Telemaster’s integrated reporting. The 
Board, with the support of the Audit Committee, satisfies itself that the combined assurance model is 
effective and sufficiently robust for the Board to be able to place reliance on the combined assurance 
underlying the statements that the Board makes concerning the integrity of the Company’s external 
reports. 
 
The Group maintains a system of internal financial control that is designed to provide assurances on the 
maintenance of proper accounting records and the reliability of financial information used within the 
business and for publication. The system contains self-monitoring mechanisms, and actions are taken to 
correct deficiencies as they are identified. 
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Stakeholder relationships 
 
Stakeholders 
 
Principle 16 In the execution of its governance role and responsibilities, the Board should adopt a 
stakeholder-inclusive approach that balances the needs, interests and expectations of material 
stakeholders in the best interests of the company over time. 
 
The Company strives to ensure a systematic and integrated approach to stakeholder engagement across 
the Group, facilitated through engagement to enable increased assurance to the Board that all stakeholder 
issues have been identified, prioritised and appropriately addressed. 
 
The Board, through the Social and Ethics Committee, considers issues around stakeholder perceptions.  
The Committee has oversight of stakeholder engagement and management. Through regular reporting by 
management to the Social and Ethics Committee and the Chairman of that Committee to the Board, the 
Board is equipped with the necessary information to enable it to take the legitimate interests and 
expectations of stakeholders into account in its decision-making. 
 
It is a business imperative that TeleMasters Holdings understands and is responsive to the needs and 
interests of our key stakeholder groups which includes: employees; government and regulators; 
shareholders; the communities around our operations; suppliers and customers; and business partners. 
The individual stakeholders within these groups are highly diverse, with sometimes competing interests. 
The Company is therefore constantly seeking to improve the way in which it engages with its stakeholders 
to effectively respond to this complexity and diversity. 
 
Interaction with stakeholders happens during the normal course of business at multiple levels across the 
TeleMasters Holdings Group and TeleMasters Holdings strives to resolve disputes with its stakeholders 
effectively and expeditiously.  
 
The Company also publishes its most recent financial performance and provides recent historical 
information, including its annual reports, on its website.  
 
TeleMasters Holdings invites all shareholders to attend its AGM.  
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DECLARATION BY COMPANY SECRETARY 
 
 
 
The Company Secretary certifies that the group has lodged with the Companies and Intellectual Property 
Commission, all such returns as are required by a public company, in terms of Section 88(2)(e) of the 
Companies Act, as amended, and that all such returns are true, correct and up to date to the extent that 
the Company Secretary has been informed. 

 
 
 
 
 
 
 
 
 
Brandon Topham  
for TAG Consulting (Pty) Ltd 
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AUDIT & RISK COMMITTEE’S REPORT 
 
 
 
 
This report of the Audit & Risk Committee for the period ended 30 June 2017 is presented as required 
by King IV and Section 94 of the Companies Act. 

 
 
1. FUNCTIONS AND RESPONSIBILITIES OF THE AUDIT & RISK COMMITTEE 
 
The role of the Audit& RIsk Committee is to assist the Board by performing an objective and independent 
review of the functioning of the organisation’s finance and accounting control mechanisms. It exercises its 
functions through close liaison and communication with corporate management and the external auditors. 

 
The Audit & Risk Committee is guided by its charter, approved by the Board, dealing with membership, 
structure and levels of authority. The roles and responsibilities of the Audit Committee have been fully 
addressed in paragraph 4.1 of the Corporate Governance Report. 

 
The Audit & Risk Committee addressed its responsibilities properly in terms of its charter during the previous 
financial year. No changes to the charter were adopted during the financial year. The Audit & Risk Committee 
has complied with its legal and regulatory responsibilities. 

 
2. MEMBERS OF THE AUDIT & RISK COMMITTEE 
 
Membership of the Audit & Risk Committee has been fully disclosed in paragraph 4.1 of the Corporate 
Governance Report. 

 
The members of the Audit Committee have at all times acted in an independent manner. 

 
3. FREQUENCY OF MEETINGS 
 
The frequency of and attendance at Audit & Risk Committee meetings has been fully disclosed in paragraph 
4.1 of the Corporate Governance Report. 

 
Provision is made for additional meetings to be held, if and when, necessary. 

 
4. INDEPENDENCE OF EXTERNAL AUDIT 
 
One of the responsibilities of the Audit Committee is the assessment of the independence of the external 
audit firm. The Audit Committee is satisfied that the external audit firm is independent of the group. The 
external audit firm has also confirmed that its personnel are independent of the group. The Audit 
Committee does not allow the external audit firm to perform any other duties for the group. The current 
Audit firm has now completed their sixth year as Auditors and as a result the Audit partner rotated from T 
de Kock who was the designated audit partner for the previous five years to  A Darmalingham. 

 
5. PERFORMANCE OF INTERNAL AUDIT 
 
The Audit Committee cannot report on the activities, scope, adequacy and effectiveness of the internal audit 
function and audit plans, as no such function has been established. Due to the size and the simplicity of the 
company’s financial operations, no internal audit function is considered necessary at this stage. The Audit & 
Risk Committee did therefore not consider nor recommend an internal audit charter for the Board’s 
approval. A Chief Audit Executive was not appointed to lead this function. 
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6. EXPERTISE, RESOURCES AND EXPERIENCE OF THE FINANCIAL FUNCTION 
 
As required by the JSE Listing Requirements, the Audit Committee has satisfied itself that: 
 
(i) Brandon Topham, the Executive Financial Director until 28 February 2017 and the current acting 

Financial Director pending the completion of the restructuring activities currently being undertaken 
by the Board and Talana Smith who succeeded him until her resignation with effect from 31 August 
2017, have the appropriate expertise and experience; 
 

(ii) that the finance function has the appropriate resources to perform its functions effectively and 
efficiently; and 
 

(iii) the Company has established appropriate financial reporting procedures and that those procedures 
are operating effectively. 

 
7. RISK MANAGEMENT PROCESS 
 
The Board has assigned the implementation of a risk management process to the Audit Committee in the 
absence of a Risk Committee. The Audit Committee has compiled a risk matrix which addresses the risks 
which have been delegated to management. 
 
The Audit & Risk Committee is satisfied that there is an ongoing process for identifying, evaluating and 
managing any significant risks and that effective controls are in place to mitigate identified risks. 
 
8. FINANCIAL STATEMENTS 
 
Management has reviewed the financial statements with the Audit & Risk Committee, and the Audit & Risk 
Committee has, in turn, reviewed them without management or the external auditors being present. The 
quality of the accounting policies are discussed with the external auditors. The Audit & Risk Committee 
considers the financial statements of TeleMasters Holdings Limited to be a fair presentation of its financial 
position on 30 June 2017 and of the results of the operations, changes in equity and cash flows for the 
period then ended, in accordance with IFRS and the Companies Act, 2008. 
 
9. INTERNAL FINANCIAL CONTROL ENVIRONMENT 
 
The Audit & Risk Committee places considerable importance on maintaining a strong control environment. 
This includes the proper delegation of responsibilities within a clearly defined framework, effective 
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
 
No material weaknesses in internal control were reported during the year by management or the external 
audit firm. The Audit & Risk Committee is of the opinion that the system of internal control provides 
reasonable assurance that the financial records may be relied on for the preparation of the financial 
statements and has recommended this integrated report to the Board for approval. 
 
 
 
 
  
 

 

M Erasmus  
Chairman 



 
 

 
The Board of Directors 

TeleMasters Holdings Limited 

Route 21 Corporate Office Park 
90 Regency Drive 

Irene 
0157 

 

4 August 2017 

 

APPOINTMENT AS AUDITORS 

 

We, Nexia SAB&T, are pleased to confirm acceptance of our engagement as auditors of TeleMasters Holdings 
and its subsidiary (SkyCall Networks (Pty) Ltd). This letter sets forth our understanding of the terms and 

objectives of our engagement, and the nature and scope of the services we will provide. This letter does not 

seek to limit our professional responsibilities below the standards that are expected of our profession. Our 

audit will be done with the objective of expressing an opinion of the financial statements. 

 

Terms of the engagement 

Our audit will be conducted with the objective of expressing an opinion on the financial statements of 
TeleMasters Holdings and its subsidiary, to be presented to the shareholders. Accordingly, we are required 

by statute to carry out our audit free of any restrictions. The preparation of the financial statements is the 

responsibility of management. Our responsibility is to express our opinion on these financial statements. 

We will conduct our audit in accordance with International Standards on Auditing (ISA). Those Standards 

require that we comply with ethical requirements and plan and perform the audit to obtain reasonable 

assurance about whether the financial statements are free of material misstatements.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 

of the risks of material misstatement of the financial statements, whether due to fraud or error 

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, there 
is an unavoidable risk that some material misstatements may not be detected, even though the audit is 

properly planned and performed in accordance with ISAs. 

In making our risk assessments, we consider internal control relevant to the entity’s preparation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. However, we 

will communicate to you in writing concerning any significant deficiencies in internal control relevant to the 

audit of the financial statements that we have identified during the audit. 

Our work will be planned in advance and incorporated into an audit plan. This may be varied on the basis of 

our findings during the course of the audit and from year to year. 

Accordingly, we may modify our audit scope, rotate our audit emphasis and propose matters of special audit 

emphasis, as the circumstances dictate. 

The concept of materiality affects our audit planning and our consideration of matters arising from our audit. 

We take into account both qualitative and quantitative factors when assessing materiality. 



Because our responsibilities are to report on the financial statements as a whole, rather than those of 
individual units or divisions, the nature and extent of our tests and enquiries at each unit or division will vary 

according to our assessment of its circumstances.  Thus, we will carry out limited work at certain units or 
divisions, rather than the full audit that would be necessary if we were to report on the separate financial 

statements of the unit or division concerned. 

 

Detection of fraud, error and non-compliance with laws and regulations 

The primary responsibility for safeguarding the assets of the company and the prevention and detection of 

fraud, error and non-compliance with laws or regulations rests with the director and management. 

It is the responsibility of the directors of the company to ensure through oversight of management, that the 
company establishes and maintains internal control to provide reasonable assurance with regard to the 

reliability of financial reporting, effectiveness and efficiency of operations and compliance with applicable 

laws and regulations. 

It is the responsibility of management to establish a control environment and maintain policies and procedures 

to assist in achieving the objective of ensuring, as far as possible, the orderly and efficient conduct of the 

Company’s business. 

Our audit is planned and performed so that we have reasonable, but not absolute, assurance of detecting 

material misstatements in the financial statements or accounting records, including any material 

misstatements resulting from fraud, error or noncompliance with laws or regulations. 

Our audit will not include a detailed audit of transactions, such as would be necessary to disclose errors or 
fraud that did not cause a material misstatement to the financial statements. Our audit is designed to provide 

reasonable assurance of detecting errors and irregularities that are material to the financial statements. 

However, there are inherent limitations in an audit. For example: 

(a) We do not examine evidence supporting every transaction, and 

(b) Although we obtain an understanding of the accounting systems and related controls to assist us in 

designing our audit, we study and evaluate only those controls on which we intend to rely. 

Thus, irregularities, if they exist, may not be detected. Moreover, because of the characteristics of 
irregularities, including concealment through collusion or forgery, a properly designed and executed audit 

may not necessarily detect a significant irregularity. 

However, we will communicate any illegal acts, material errors, identified fraud or information that indicates 
that a fraud may exist, identified during our audit, to the appropriate level of management as soon as 

practicable. 

 

Financial Intelligence Centre Act 

In terms of Section 29 of the Financial Intelligence Centre Act we are required by law to report to the Financial 
Intelligence Centre certain suspicious or unusual transactions of which we become aware, such as those 

which may involve money laundering, which have no apparent business or lawful purpose, or which may be 
relevant to an investigation of evasion or attempted evasion of tax. This statutory requirement, which applies 

to both prospective clients and existing clients, overrides the professional ethics rules of confidentiality, which 

we observe. 

 

Reportable Irregularities 

A reportable irregularity in terms of the Auditing Profession Act is any unlawful act or omission committed by 

any person responsible for the management of an entity, which: 

(a) has caused or is likely to cause material financial loss to the entity or to any partner, member, 

shareholder, creditor or investor of the entity in respect of his, her or its dealings with that entity; or 

(b) is fraudulent or amounts to theft; or 



(c) represents a material breach of any fiduciary duty owed by such person to the entity or any partner, 
member, shareholder, creditor or investor of the entity under any law applying to the entity or the 

conduct or management thereof. 

In relation to companies the management board usually comprises: 

(a) The board of directors of the company (including ‘shadow’ directors) and holding companies in group 

situations; and 
(b) Any person who in the affairs of the Company exercises executive control which reflects the general 

policy of the company for the time being or which is related to the general administration of the 
Company. 

(c) In considering whether a person is responsible for managing an entity an auditor will have due regard 
both to the published details of the management structure thereof and to the de facto exercise of 

the requisite characteristics of control and management. 

We are required by the Auditing Profession Act, 26 of 2005 (the “APA”) to send a written report to the 
Independent Regulatory Board of Auditors (“IRBA”) if we are satisfied or have reason to believe that a 

reportable irregularity (as defined in the APA) has taken place or is taking place. 

We undertake to notify the director of such action within three days of sending a report to the IRBA. We will 

subsequently take all reasonable steps to discuss the report with the director who will be afforded the 

opportunity to make representations in respect thereof. 

We are also required to send a second report to the IRBA, within 30 days from the date on which the initial 

report was sent, which should contain a statement that we are of the opinion that: 

(a) no reportable irregularity has taken place; or 

(b) the suspected reportable irregularity is no longer taking place and that adequate steps have been 
taken for the prevention or recovery of any loss as result thereof, if relevant; or 

(c) the reportable irregularity is continuing 

If the IRBA receives a report that a reportable irregularity is continuing, they must notify any appropriate 
regulator of the details of the reportable irregularity to which the report relates and provide it with a copy of 

the report. 

Should a reportable irregularity have taken place or be taking place our audit report on the financial 

statements is required to be appropriately qualified. 

The firm requires its staff to report any suspected reportable irregularity to the engagement partner 
immediately, without delay. Should an employee fail to adhere to this requirement they will face a disciplinary 

hearing and possible termination of their training contract and/or dismissal. 

Because of the test nature and other inherent limitations of an audit, together with the inherent limitations 

of any accounting and internal control system, there is an unavoidable risk that even some material 

misstatements may remain undiscovered. 

In addition to our report on the financial statements, we expect to provide you with a separate letter 

concerning any material weaknesses, in the accounting and internal control system, which come to our 

attention. 

 

Responsibilities of management/ directors 

You will retain responsibility and accountability for: 

(a) the management, conduct and operation of your business and affairs; 
(b) any representations made by the company to third parties, including published information; 

(c) the maintenance of the accounting records; 
(d) the establishment and maintenance of an internal control structure, necessary to provide reasonable 

assurance that adopted policies and prescribed procedures are adhered to for the prevention of errors 

and irregularities, including fraud and illegal acts. 
(e) the preparation of the annual financial statements which fairly present the financial position, results of 

operations and cash flows of the Company, including adequate disclosure in accordance with 
International Financial Reporting Standards; 



(f) the selection and application of accounting policies; 
(g) the safeguarding of assets; 

(h) the use of, extent of reliance on, or implementation of advice or recommendation supplied by us or 
other product of the services; 

(i) the delivery, achievement or realization of any benefits directly or indirectly related to the services 

that require implementation by you; 
(j) ensuring that all arrangements are made for access, security procedures, virus checks, facilities, 

licenses and/or consents (without any to us), where you require us to do so or the nature of the 
services is such that it is likely to be more efficient for us to perform work at your premises or use 

your computer systems or telephone networks. 

As part of our audit process, we will request from management written confirmation concerning 

representations made to us in connection with the audit. 

To assist us with our audit of your financial statements, you are also responsible for making available to 
us, as and when required, all minutes of important meetings, and information and explanations which we 

consider necessary for the performance of our duties as auditors. We shall also request sight of all 

documents or statements that are to be issued with the financial statements. 

 

Responsibilities of Auditors 

We have a statutory responsibility to the shareholders of the company to, at the conclusion of our audit, 

express an opinion as to whether or not the financial statements fairly present the financial position, 
results of operations and cash flow information of the company, in conformity with International Financial 

Reporting Standards for Small and Medium-sized Entities and in the manner required by statute. In arriving 
at our opinion, we shall inter alia consider the following matters, and report on any in respect of which 

we are not satisfied: 

(a) whether adequate accounting records have been kept by the Company. 

(b) whether the annual financial statements are in agreement with the accounting records and returns; 

(c) whether we have obtained all the information and explanations which we consider necessary for 

the purpose of our audit; 

(d) whether the information given in the director' report is consistent with the financial statements. 

We also have a professional responsibility to report if the financial statements do not comply in any 
material respect with applicable accounting standards, unless in our opinion the non-compliance is justified 

in the circumstances. In determining whether or not the departure is justified we consider: 

(a) whether the departure is required in order for the financial statements to achieve fair presentation 

in all material aspects; 

(b) whether adequate disclosure has been made concerning the departure. 

Our professional responsibilities also include considering whether other information in documents 

containing audited financial statements is consistent with those financial statements. 

 

Non-audit services 

Non-audit services may only be provided where it is not prohibited by any laws or regulations and also do 

not create potential threats to our independence where we cannot implement sufficient safeguards to 

eliminate the threat.  

All requests for non-audit services will be dealt with individually to determine if the service may be 

provided.  The outcome will be communicated to management for further consideration. 

 

  



Staff 

Our staff members undergo periodic training and this, together with the taking of annual leave, may lead 

to staff turnover and lack of continuity. We will use our best endeavours to avoid any disruption to an 

engagement’s progress. 

Save as envisaged below, you agree not to make any offer of employment or to otherwise interfere with 

or entice away from the employment of any persons employed by NEXIA SAB&T.  You further agree not 
to use such person’s services as an independent consultant or via a third party for a period of 12 months 

following the end of such person’s involvement, without the prior written consent of NEXIA SAB&T. 

 

Reporting to management 

We shall report to management, normally in writing, any significant weaknesses in, or our observations 

on, the internal control structure and other areas that come to our attention during the course of our 

normal audit work and which, in our view, require management’s attention. 

Our review of internal financial control systems is only performed to the extent required to express an 

opinion on the company’s financial statements and therefore our comments on these systems will not 
necessarily address all possible improvements that might be suggested as a result of a more extensive 

special examination. 

No such report may be provided to a third party without our prior written consent. Such consent will be 
granted only on the basis that such reports are not prepared with the interests of anyone other than the 

company in mind and that we accept no duty or responsibility to any other party. 

 

Communications with directors 

“Audit matters of governance interest” are those matters that arise from the audit of financial statements 

and, in our opinion, are both important and relevant to the director in overseeing the financial reporting 

and disclosure process. Audit matters of governance interest will be communicated to the audit committee. 

We will communicate only those matters of governance interest that comes to our attention as a result of 

the performance of the audit. We are not required to design procedures for the specific purpose of 

identifying matters of governance interest. 

 

Information 

To enable us to perform the services, you will use your best endeavours to procure and to supply promptly 

all information and assistance, and all access to documentation in your possession, custody, or under your 
control, and to personnel under your control, where required by us. Where such information and/or 

documentation is not in your possession or custody, or under your control, you will use your best 

endeavours to procure the supply of the information, assistance and/or access to all the documentation 

We may rely on any instructions or requests made or notices given or information supplied, whether orally 

or in writing, by any person whom we know to be or reasonably believe to be authorised by you to 

communicate with us for such purposes (“an authorised person”). 

We may receive information from you or from other sources in the course of delivering the services and: 

(a) We will consider the consistency and quality of information received by us; 

(b) We will not seek to establish the reliability of information received from you or any other 

information source. 

(c) Accordingly, we assume no responsibility and make no representations with respect to the 

accuracy, reliability or completeness of any information provided to us; 

(d) We will not be liable to you for any loss or damage suffered by you arising from fraud, 

misrepresentation, withholding of information material to the services, or other default relating to 

such material information, whether on your part or that of the other information sources. 



You undertake to supply information in response to our enquiries to enable us to comply with our statutory 
obligations relating to the Financial Intelligence Centre Act, No.38 of 2001 and the Prevention of Organised 

Crime Act, No.121 of 1998. 

 

Representations by management 

As part of our normal audit procedures, we will request you to provide written confirmation of facts or 
judgements which are not themselves recorded in the accounting records and any other oral 

representations that we have received from management during the course of our audit that are 

considered to have a material effect on the financial statements. 

This letter will also confirm that all important and relevant information has been brought to our attention. 

In addition, we shall include in or attach to the representation letter a summary of unadjusted audit 

differences and request that management acknowledges that it has considered the financial statement 

misstatements brought to its attention by us and has concluded that any unrecorded misstatements are 

not material to the financial statements taken as a whole. 

To provide an opportunity for you and the audit committee to discuss the matters raised in our various 
reports, we expect to attend the audit committee meetings prior to the commencement of our audit and 

before the announcement of interim and annual results.  We are also entitled to attend all general meetings 

of the company and to receive notice of all such meetings. 

 

Documents issued with the financial statements 

To assist us with our audit of your financial statements, we shall request sight of all documents or 

statements, management's reports, operating and financial review and director' report which are to be 

issued with the financial statements. 

International auditing standards require that we read any annual report and other document that contains 

our audit opinion. The purpose of this procedure is to consider whether other information in the annual 
report, including the manner of its presentation, is materially inconsistent with information appearing in 

the financial statements. We assume no obligation to perform procedures to verify such other information 

as part of our audit. 

Once we have issued our report we have no further direct responsibility in relation to the financial 

statements for that financial year. However, we expect that you will inform us of any material event 
occurring between the date of our report and the date of issue of the financial statements which may 

affect the financial statements. 

 

Subsidiaries 

In carrying out our duties as principal auditors, we shall make such enquiries of any other auditors of the 
subsidiaries, and review their work to such an extent as we consider necessary to form our opinion on the 

group financial statements. However, the responsibility to your company, as shareholder, for the audits 

of such subsidiaries remains with the auditors of the subsidiaries concerned. 

 

Future use of the audit opinion 

You agree that our audit report, or reference to us, will not be included in any such offering document 

without our prior written permission or consent. Any agreement to perform work in connection with an 
offering, including an agreement to provide such permission or consent, will be a separate engagement 

and subject to a separate engagement contract. 

 

Distribution of any service or product 

Any product of the services released to you in any form or medium will be supplied by us on the basis 



that it is for your benefit and information only and that it may not be copied, referred to or disclosed, in 
whole or in part (save for your own internal purposes), without our prior written consent. The services 

will be delivered on the basis that you may not quote our name or reproduce our logo in any form or 
medium without our prior written consent. You may disclose in whole any product of the services to your 

bankers and legal and other professional advisers for the purposes of your seeking advice in relation to 

the services, provided that when doing so you inform them that: 

(a) Disclosure by them (save for their own internal purposes) is not permitted without our prior written 

consent; and 

(b) We accept no responsibility or liability whatsoever and neither do we owe any duty of care to 

them in connection with the services. 

 

Third party rights 

The services contract will not create or give rise to, nor will it be intended to create or give rise to, any 

third party rights. 

 

Reporting to third parties 

Our audit opinion is intended for the benefit of those whom it is addressed. The audit will not be planned 

or conducted in contemplation of reliance by any third party or with respect to any specific transaction. 
Therefore, items of possible interest to a third party will not be specifically addressed and matters may 

exist that would be assessed differently by a third party, possibly in connection with a specific transaction. 

There may be situations for example in relation to loan agreements, where a third party seeks to request 

us, in our capacity as auditors, to report to them. 

Any contractual arrangements between you and a third party which seek to impose such requirements 

upon us will not, as a matter of law, be binding on us. However, depending on the circumstances we may 

agree to provide reports to third parties, but not in our capacity as auditors. Any such possible 
requirements must be discussed with us at the earliest opportunity and well before the loan agreement 

or other arrangement is finalised.  In this regard, however, it is our policy not to extend our duty of care 

in respect of our audit report in the financial statements. 

 

Responsibility relating to electronic distribution of NEXIA SAB&T's opinion 

We acknowledge that as director of the company you may wish to publish the company’s financial 

statements and the auditors' report on the company’s web site or distribute them to shareholder by means 
such as e-mail. Your responsibilities concerning the preparation, dissemination and signing of the financial 

statements do not change simply because the financial statements are reproduced or distributed 

electronically; it is your responsibility to ensure that any such publication properly presents the financial 
information and any auditors’ report. We request that you advise us of any intended electronic publication 

before it occurs. Where our audit report is reproduced in any medium, the complete financial statements, 

including notes, must also be presented. 

By giving our consent to the issue of our opinion with the financial statements on the web site we do not 
accept any duty of care and deny any liability beyond our statutory duties as auditors. As auditors, we will 

review the process by which the financial statements to be published electronically are derived from the 

financial information contained in the manually signed financial statements, check that the proposed 
electronic version is identical in content with the manually signed financial statements and check that the 

conversion of the manually signed financial statements into an electronic format has not distorted the 
overall presentation of the financial information, for example by highlighting certain information so as to 

give it greater prominence. 

You are responsible for the controls over, and the security of the web site and, where applicable, for 
establishing and controlling the process for electronically distributing annual reports and other financial 

information. We remind you that the examination of controls over the maintenance and integrity of the 
company’s web site is beyond the scope of the audit of the financial statement and if your director' 



responsibilities statements does not include reference to this we will include it as a note at the end of the 
electronic version of our audit report.  Accordingly, we accept no responsibility for any changes that may 

have occurred to the financial statements since they were initially presented on the web site. However, if 
we do become aware of any subsequent amendments, we will notify the director that the financial 

statements no longer correspond with the manually signed financial statements. 

Uncertainty regarding legal requirements is compounded as information published on the internet is 
accessible in many countries with different legal requirements relating to the preparation and 

dissemination of financial statements and if the director' responsibilities statement does not refer to this, 
or if we otherwise consider it appropriate, we will include a note describing this uncertainty at the end of 

the electronic version of our audit report. 

We reserve the right to withhold consent to the electronic publication of our report if the audited financial 

statements or the auditors' report are to be published in an inappropriate manner or to request 

amendments to the electronic auditors' report if we are not satisfied with the proposed wording or its 

presentation in the context of the financial statements. 

 

Electronic communications 

We may choose to communicate with you by electronic mail where an authorised person wishes us to do 

so, on the basis that in consenting to this method of communication, you accept the inherent risks of such 
communications (including the security risks of interception of or unauthorised access to such 

communications, the risks of corruption of such communications, the risk of errors or loss of information 
and the risks of viruses or other harmful devices) and that you will perform virus checks. We will use 

commercially reasonable procedures to check for the most commonly known viruses before sending 

information electronically. 

We recognise that systems and procedures cannot be a guarantee that transmissions will be unaffected 

by such hazard. 

We confirm that we each accept the risks of and authorise electronic communications between us. We 

each agree to use commercially reasonable procedures to check for the then most commonly known 
viruses before sending information electronically. We shall each be responsible for protecting our own 

systems and interests in relation to electronic communications and the company and NEXIA SAB&T (in 

each case including our respective directors, employees or agents) shall have no liability to each other on 
any basis, whether in contract, delict (including negligence) or otherwise, in respect of any error, damage, 

loss or omission arising from or in connection with the electronic communication of information between 

us and our reliance on such information. 

The exclusion of liability in the previous clause shall not apply to the extent that any liability arises out of 

acts, omissions or misrepresentations which are in any case criminal, dishonest or fraudulent on the part 

of our respective directors, employees, or agents. 

If our communication relates to a matter of significance on which you wish to rely and you are concerned 
about the possible effects of electronic transmission, you should request a hard copy of such transmission 

from us. If you wish us to password protect all or certain documents transmitted, you should request us 

to do so. 

 

Use of NEXIA SAB&T's software 

We may develop software, including spread sheets, documents, databases and other electronic tools to 

assist us with our assignment. In some cases these aids may be provided to you upon request. As these 
tools were developed specifically for our purposes and without consideration of any purpose for which you 

might use them, they are made available on an “as is” basis for your use only and should not be distributed 

to or shared with any third party. Further, we make no representations or warranties as to the sufficiency 
or appropriateness of the software tools for any purpose for which you may use them. Any software tools 

developed specifically for you will be covered under a separate engagement letter. 

 



Ownership of and access to audit files 

The working papers and files for this engagement created by us during the course of the audit, including 

electronic documents and files, are the sole property of NEXIA SAB&T. 

We will retain ownership of the copyright and all other intellectual property rights in the product of the 

services, whether oral or tangible. For the purposes of delivering services to you or other clients, we will 

be entitled to use or develop knowledge, experience and skills of general application gained through 
performing the services. You agree to keep confidential any methodologies and technology used by us to 

carry out our services. 

We have the right to use your name as a reference in proposals or other similar submissions to other 

prospective clients, unless you specifically withhold permission for such disclosure. If we wish to use details 

of the work done for you for references purposes, we will obtain your permission in advance. 

 

Circumstances beyond our or your control 

Neither of us will be in breach of our contractual obligations, nor will either of us incur any liability to the 

other, if we or you are unable to comply with the services contract as a result of any cause beyond our or 
your reasonable control. In the event of any such occurrence affecting one of us, that one shall be obliged 

as soon as reasonably practicable to notify the other, who will have the option of suspending or terminating 

the operation of the services contract on notice, which notice will take effect immediately on delivery 

thereof. 

 

Waiver, assignment and sub-contractors 

Failure by any one of us to exercise or enforce any rights available to us shall not amount to a waiver of 

any rights available to either of us. 

Neither of us will have the right to assign the benefit or burden of the services contract without the written 

consent of the other. We will have the right to appoint sub-contractors to assist us in delivering the 

services. 

 

Exclusions and limitations on our liability 

Save for any exclusions provided for in Section 46 of the Auditing Profession Act, 2005, the maximum 

liability of NEXIA SAB&T or any individual partner, member, or employee, as the case may be, of the 
NEXIA SAB&T contracting party in respect of direct economic loss or damage suffered by you or by other 

beneficiaries arising out of or in connection with the services shall be limited to two times the fees charged 
and paid for these services. The maximum liability will be an aggregate liability for all claims arising, 

whether by contract, delict, negligence, or otherwise. 

In the particular circumstances of the services set out in the engagement letter, the liability to you and to 
other beneficiaries of each and all NEXIA SAB&T persons in contract or delict or under statute or otherwise, 

for any indirect or consequential loss or damage (including loss of profits) suffered by you (or by any such 
other party) arising from or in connection with the services, however the indirect or consequential loss or 

damage is caused, excluding our wilful misconduct, shall be excluded to the extent that such limitation is 

permitted by law. 

Our liability to you will in no circumstances exceed the lower of the amount determined by the application 

of the monetary limit based upon fees charged to, and recovered from, you and the amount determined 

by the apportionment of responsibility, as the case may be. 

You and other beneficiaries may not bring any claim personally against any individual partner, member, 
employee or agent, as the case may be, of the NEXIA SAB&T contracting party or of any body or entity 

controlled by us or owned by us or associated with us in respect of loss or damage suffered by you or by 

other beneficiaries arising out of or in connection with the services. This restriction shall not operate to 
limit or exclude the liability of the NEXIA SAB&T contracting party for the acts or omissions of its partners, 

directors, employees and agents. Any claim by you or other beneficiaries must be made (for these 



purposes a claim shall be made when court or other dispute-resolution proceedings are commenced) 
within two years of the date on which you or they became aware, or ought reasonably to have become 

aware, of circumstances giving rise to a claim or potential claim against us. 

 

Third parties 

You will indemnify the NEXIA SAB&T contracting party and any NEXIA SAB&T persons and hold them 
harmless against any loss, damage, expense or liability incurred by the parties and/or persons as a result 

of, arising from, or in connection with a combination of the following two circumstances: 

(a) Any breach by you of your obligations under the services contract. 

(b) Any claim made by a third party or any other beneficiaries which results from or arises from or is 

connected with any such breach. 

 

Timetable 

We will agree a timetable with you which will enable you to meet your obligations to issue annual financial 

statements, and meet any other deadline notified to us. As you will appreciate, however, any such timetable 

will be based on the assumption that we will receive the appropriate co-operation and assistance.  

 

Fees 

We will render invoices in respect of the services comprising fees, disbursements and VAT thereon. 

Our fees are based on the time spent on your affairs by our partners and staff, and on the levels of skill 
and responsibility involved, the nature and complexity of the services, and the resources required to 

complete the engagement. These fees may differ from estimates that may have been supplied, which 
estimates will be provisional only. Stringent reporting requirements or deadlines imposed by you might 

require work to be carried out at a higher level than usual or outside normal working hours. This may 

result in increased costs. Additional fees may also result from material changes in the services or from 

difficulties in obtaining information, which could not reasonable have been foreseen. 

Fees are calculated either: 

(a) on an hourly basis at charge out rates applicable to the person undertaking the work. Our current 

maximum and minimum rates for normal work within normal working hours applicable from time 

to time may be obtained on request; or 

(b) on a tariff basis for taxation or company secretarial services. These rates are available on request 

at the time matters are specifically referred to us. 

Disbursements in respect of travelling expenses and other expenses will be recoverable at our 

predetermined rates. 

In return for the delivery of the services by us, you will be required to pay our fees, without any right of 

set-off, on presentation of our invoice. 

Notwithstanding anything to the contrary contained herein, should our accrued fees reach a level which 
we consider to be material such accrued fees will become due and payable immediately upon presentation 

of our fee note, failing which the rendering of all further professional services will be suspended pending 

receipt of payment. 

In the event of your appointing an alternative firm of accountants in our stead, or otherwise terminating 

our mandate, we will be entitled to raise a fee upon receipt of such notification for an amount adequate 
to cover all work done to date and not yet billed, at our standard charge out rates, including disbursements 

incurred. In such event you undertake to settle our account in full prior to our handing over books and 

records to you or to our successor. 

Our fees will be inclusive of VAT which will rank for deduction as input tax by registered vendors. 

Subject to the afore-going, our fees are payable on presentation. We will be entitled to charge interest on 



all amounts outstanding, for whatsoever reason, for more than 30 days from the date of presentation of 
our fee note at the maximum rate allowed by law. Such interest will be calculated on a monthly basis. All 

payments will be allocated first as to interest, then as to outlays, then as to the longest outstanding fee. 

Without prejudice to any other rights that we may have in law, we reserve the right to suspend or 

terminate the performance of the services or any part thereof to you immediately, at any time, with or 

without notice, should payment of any of our fees be overdue. 

The fees will be subject to review by us each year and will vary with a number of factors including the 

extent of the assistance we receive from members of staff in preparing routine schedules and analyses. 

It is our usual practice to provide estimates of our fees in advance of the work commencing and we shall 

require payments on account as our work progresses. 

 

Quality of service 

We will seek to ensure that our service is satisfactory at all times and delivered with reasonable skill and care. 
If at any time you would like to discuss with us how the service can be improved, you are invited to contact 

the partner identified in the engagement letter.   
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Bunker Hills Investments 483 (Pty) Ltd Investment company  
Catwalk Investments 599 (Pty) Ltd Investment company  
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Duelco Investments 162 (Pty) Ltd Investment company   
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Snowy Owl Properties 82 (Pty) Ltd Investment company  
Snowy Owl Properties 90 (Pty) Ltd Property development 
Spice Telecom(Pty) Ltd Telecommunications  
TeleMasters (Pty) Ltd Telecommunications   
Telenext (Pty) Ltd Dormant company  
Vazmasters (Pty) Ltd Administrative services  
Zero plus trading 194 (Pty) Ltd Property development  
Telemasters Direct (Pty) Ltd Telecommunications 
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Directors' Responsibilities and Approval

The directors are required in terms of the Companies Act of South Africa to maintain adequate accounting records and
are responsible for the content and integrity of the consolidated annual financial statements and related financial
information included in this report. It is their responsibility to ensure that the consolidated annual financial statements
fairly present the state of affairs of the group as at the end of the financial year and the results of its operations and cash
flows for the period then ended, in conformity with International Financial Reporting Standards (IFRS), and its
interpretations adopted by the International Accounting Standards Board (IASB) and financial reporting guides issued by
the accounting practices of the South African Institute of Chartered Accountants and International Financial Reporting
Interpretations Committee (IFRIC) standards and interpretations and the requirements of the Companies Act of South
Africa and the Listing Requirements of the JSE Limited. The external auditors are engaged to express an independent
opinion on the consolidated annual financial statements.

The consolidated annual financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS), and its interpretations adopted by the International Accounting Standards Board (IASB) and financial
reporting guides issued by the accounting practices of the South African Institute of Chartered Accountants and
International Financial Reporting Interpretations Committee (IFRIC) standards and interpretations and the requirements of
the Companies Act of South Africa and the Listing Requirements of the JSE Limited and are based upon appropriate
accounting policies consistently applied and supported by reasonable and prudent judgments and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by
the company 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 clearly defined framework,
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls
are monitored throughout the company and all employees are required to maintain the highest ethical standards in
ensuring the company’s business is conducted in a manner that in all reasonable circumstances is above reproach. The
focus of risk management in the company is on identifying, assessing, managing and monitoring all known forms of risk
across the company. While operating risk cannot be fully eliminated, the company 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 the financial records may be relied on for the preparation of the
consolidated annual financial statements. However, any system of internal financial control can provide only reasonable,
and not absolute, assurance against material misstatement or loss.

The directors have reviewed the group’s cash flow forecast for the foreseeable future and, in the light of this review and
the current financial position, they are satisfied that the group has or has access to adequate resources to continue in
operational existence for the foreseeable future.

The consolidated annual financial statements have been audited by the independent auditing firm, Nexia SAB&T, who
have been given unrestricted access to all financial records and related data, including minutes of all meetings of
shareholders, the board of directors and committees of the board. The directors believe that all representations made to
the independent auditor during the audit were valid and appropriate. The external auditors' report is presented on pages 4
to 8.

The consolidated annual financial statements set out on page 9 to 43, which have been prepared on the going concern
basis, were approved by the board on 29 September 2017 and were signed on its behalf by:

Mario Bronn Pretorius Brandon Rodney Topham
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Independent Auditors Report 

 

To the Shareholders of TeleMasters Holdings Limited 

 

Report on the Audit of the Consolidated Annual Financial Statements  

 

Opinion  

 

We have audited the consolidated annual financial statements of TeleMasters Holdings Limited and 

its subsidiaries (the group) set out on pages 9 to 43, which comprise the consolidated statement of 

financial position as at 30 June 2017, and the consolidated statement of profit or loss and other 

comprehensive income, the consolidated statement of changes in equity and the consolidated 

statement of cash flows for the year then ended, and notes to the consolidated annual financial 

statements, including a summary of significant accounting policies.  

 

In our opinion, the accompanying consolidated annual financial statements present fairly, in all 

material respects, the consolidated financial position of the group as at 30 June 2017, and its 

consolidated financial performance and consolidated cash flows for the year then ended in accordance 

with International Financial Reporting Standards and the requirements of the Companies Act of South 

Africa. 

 

Basis for Opinion 

 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those standards are further described in the Auditor’s Responsibilities for the 

Audit of the Consolidated Annual Financial Statements section of our report. We are independent of 

the group in accordance with the Independent Regulatory Board for Auditors Code of Professional 

Conduct for Registered Auditors (IRBA Code) and other independence requirements applicable to 

performing audits of financial statements in South Africa. We have fulfilled our other ethical 

responsibilities in accordance with the IRBA Code and in accordance with other ethical requirements 

applicable to performing audits in South Africa. The IRBA Code is consistent with the International 

Ethics Standards Board for Accountants Code of Ethics for Professional Accountants (Parts A and B). 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our opinion.  
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Key Audit Matters  

 

Key audit matters are those matters that, in our professional judgement, were of most significance in 

our audit of the consolidated annual financial statements of the current period. These matters were 

addressed in the context of our audit of the consolidated annual financial statements as a whole, and 

in forming our opinion thereon, and we do not provide a separate opinion on these matters. 

 

Key Audit Matter How our audit addressed the Key Audit Matter 

Revenue recognition 

As disclosed in note 17, the 
consolidated financial statements 
include revenue of R 120.6 million. 
 
The Group has a large number of 
subscription clients, with varying 
contractual terms, generating revenue 
from various services on a monthly 
basis, which increases the risk 
associated with recognition and 
measurement of revenue.  
 
Furthermore, the accuracy, 
completeness and validity of the 
revenue recorded is significantly reliant 
on the efficient and effective operation 
of the internally developed billing 
system. 
 
Revenue recognition and measurement 
is therefore considered to be a key audit 
matter due to the large number of 
subscription clients with varying 
contractual terms and services. 
 

As part of our response to these key audit matters, we: 
 
 

• evaluated and tested the internal controls relating 
to revenue; 
 

• performed analytical procedures in respect of 
revenue; 
  

• verified that the revenue recognition and 
measurement policies adopted and implemented 
were in terms of IFRS; 

 

• Verified that the revenue processed in the billing 
system accurately interfaced with the financial 
reporting system; 

 

• Verified that the revenue recognised in the 
financial system was accurately recognised and 
measured in terms of the customer contractual 
agreements; 

 

• Verified that where there were customer 
contracts in place, the customers were invoiced 
in terms of these contracts; and  

 

• We selected transactions before and after the 
reporting period end, to confirm the transactions 
were recognised in the correct financial period. 

 
We found that the recognition and measurement of 
revenue was appropriate. 
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Other Information  

 

The directors are responsible for the other information. The other information comprises the Directors’ 

Report, the Audit Committee’s Report and the Company Secretary’s Certificate as required by the 

Companies Act of South Africa, which we obtained prior to the date of this report, and the Integrated 

Annual Report, which is expected to be made available to us after that date. Other information does 

not include the consolidated financial statements and our auditor’s report thereon. 

 

Our opinion on the consolidated financial statements does not cover the other information and we do 

not express an audit opinion or any form of assurance conclusion thereon.  

 

In connection with our audit of the consolidated financial statements, our responsibility is to read the 

other information and, in doing so, consider whether the other information is materially inconsistent 

with the consolidated financial statements or our knowledge obtained in the audit, or otherwise 

appears to be materially misstated. If, based on the work we have performed on the other information 

obtained prior to the date of this auditor’s report, we conclude that there is a material misstatement of 

this other information, we are required to report that fact. We have nothing to report in this regard.  

 

Responsibilities of the Directors for the Consolidated Financial Statements 

 

The directors are responsible for the preparation and fair presentation of the consolidated financial 

statements in accordance with International Financial Reporting Standards and the requirements of 

the Companies Act of South Africa, and for such internal control as the directors determine is 

necessary to enable the preparation of consolidated financial statements that are free from material 

misstatement, whether due to fraud or error.  

 

In preparing the consolidated financial statements, the directors are responsible for assessing the 

group’s ability to continue as a going concern, disclosing, as applicable, matters related to going 

concern and using the going concern basis of accounting unless the directors either intend to liquidate 

the group or to cease operations, or have no realistic alternative but to do so.  

 

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 

 

Our objectives are to obtain reasonable assurance about whether the consolidated financial 

statements as a whole are free from material misstatement, whether due to fraud or error, and to issue 

an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but 

is not a guarantee that an audit conducted in accordance with ISAs will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of these consolidated annual financial statements.  
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As part of an audit in accordance with ISAs, we exercise professional judgement and maintain 

professional scepticism throughout the audit. We also:  

 

• Identify and assess the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control.  

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Group’s internal control.  

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the directors.  

• Conclude on the appropriateness of the directors’ use of the going concern basis of accounting 
and based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the group’s ability to continue as a going concern. 
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the consolidated annual financial statements or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 
evidence obtained up to the date of our auditor’s report. However, future events or conditions may 
cause the group to cease to continue as a going concern.  

• Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated annual financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation.  

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the group to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision and performance of the group audit. 
We remain solely responsible for our audit opinion.  

 

We communicate with the directors regarding, among other matters, the planned scope and timing of 

the audit and significant audit findings, including any significant deficiencies in internal control that we 

identify during our audit.  

 

We also provide the directors with a statement that we have complied with relevant ethical 

requirements regarding independence, and to communicate with them all relationships and other 

matters that may reasonably be thought to bear on our independence, and where applicable, related 

safeguards.  

 

From the matters communicated with the directors, we determine those matters that were of most 

significance in the audit of the consolidated annual financial statements of the current period and are 

therefore the key audit matters. We describe these matters in our auditor’s report unless law or 

regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 

determine that a matter should not be communicated in our report because the adverse consequences 
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of doing so would reasonably be expected to outweigh the public interest benefits of such 

communication.  

 

Report on Other Legal and Regulatory Requirements 

 

In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, 

we report that Nexia SAB&T has been the auditor of TeleMasters Holdings Limited and its subsidiaries 

for 6 years. 

 

 
 

Nexia SAB&T            

Per Director: A. Darmalingam         

Registered auditor 

 

119 Witch-Hazel Avenue  

Highveld Technopark 

Centurion 

29 September 2017 

 



TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Directors' Report

The directors have the pleasure in presenting their report on the group's activities for the year ended 30 June 2017.

1. Review of activities

Main business and operations

TeleMasters is a specialist tele-management and business communication player operating exclusively in the South
African market. It focuses exclusively on the Corporate and SME Market. The group will not commit funds to building
infrastructure in competition with its current and future suppliers, but will take on a management role in providing current
and future clients access to the most efficient and effective connectivity technologies. The business model is consistent
with that of the prior year.

General Overview 

The Group’s operating results and state of affairs are fully set out in the attached financial statements and do not, in our
opinion, require any further comment other than to note the following:

The net profit of the group was R2 457 393 (2016: R2 013 257) after taxation expense of R1 168 424 (2016:  R799 827)
and reflected earnings per share of 5.85 cents per share  (2016: 4.79 cents per share). Headline earnings per share was
5.85 cents per share (2016: 4.82 cents per share).

The Net Asset Value per share increased to 82.61 cents from 78.76 cents. The Net Tangible Asset Value per share was
74.04 cents (2016: 70.07 cents) after the total dividends of 2.0 cents per share (2016: 3 cents per share) were paid to
shareholders. The gross profit percentage has decreased from 35.2% in prior period to 33.5%. The liquidity of the group is
sound and the financial ratios are healthy.

2. Going concern

The consolidated annual financial statements have been prepared on the basis of accounting policies applicable to a
going concern. This basis presumes that funds will be available to finance future operations and that the realisation of
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.

3. Non-current assets

No changes were made in the nature of the group’s plant and equipment or in the policy regarding their use during the
year under review. All changes to the composition of the group’s non-current assets are set out fully in the attached
consolidated annual financial statements.

4. Authorised and issued share capital

The company’s authorised and issued share capital as at 30 June 2017 is set out in note 12 of these consolidated
annnual financial statements. 

As at 30 June 2017, there were 42 000 000 issued ordinary shares and 458 000 000 unissued ordinary shares. The
unissued ordinary shares are under the control of the directors subject to the provisions of the Companies Act and the
JSE Listings Requirements.

No changes to the share capital occurred during the financial year.

5. Events subsequent to reporting date

The directors are unaware of any significant adjusting or disclosable events that have occurred between the end of the
financial year and the date of this report that may materially affect the group’s results for the year under review or its
financial position as at 30 June 2017. 
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Directors' Report

6. Dividends

The following dividends were declared during for the year:

• A cash dividend of 0.5 cent per share which was paid to shareholders recorded in the company's share register at
the close of business on 28 October 2016;

• A cash dividend of 0.5  cent per share which was paid to shareholders recorded in the company's share register at the
close of business on 13 January 2017;

• A cash dividend of 0.5 cent per share which was paid to shareholders recorded in the company's share register at the
close of business on 21 April 2017; and

• A cash dividend of 0.5 cent per share which was accrued to shareholders recorded in the company's share register at
the close of business on 7 July 2017.

The Board remains committed to the policy of quarterly dividends.

During the comparative year ended 30 June 2016, the company declared four  dividends totalling 3 cents per share.

7. Major shareholders

Details of the major shareholders are provided in note 32 of the consolidated annual financial statements.

8. Directors

The directors of the company during the year and to the date of this report are as follows:

Name Changes
Mario Bronn Pretorius Chief Executive Officer
Brandon Rodney Topham Financial Director (2016/07/01 - 2017/03/01)
Marthinus Gerhardus Erasmus Non-Executive
Daniel Stephen Van Der Merwe Independent Non-Executive
Jaco Voigt Non-Executive
Talana Smith Financial Director (2017/03/01 - 2017/08/31)

9. Litigation

The group is currently involved in the following legal proceedings:

The group is currently involved in litigation with a previous client pertaining to outstanding receivables to the value of R4.1
million, however these receivables are adequately secured through cession of listed shares held against the debt owed to
the group in excess of the R4.1 million. The previous client has lodged a counter claim against the group for a similar
amount to the claim the group has against them. The matter has been referred for arbitration and no further progress has
been made due to the technical nature thereof.

The group is also involved in further litigation with a previous service provider in the amount of R1.6 million due mainly to
contractual disputes surrounding historic billings, and the validity thereof.

The estimated legal fees to continue pursuing these legal matters are approximately R500 000.

Other than that disclosed above, there are currently no legal or related proceedings against the group, of which the Board
is aware, which may have a material effect on the consolidated position of the group.

10. Borrowing limitations

In terms of the Memorandum of Incorporation of the company, the directors may exercise all the powers of the company
to borrow money, as they consider appropriate. 
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Directors' Report

11. Special resolutions

At the company's annual general meeting held on 4 March 2017, the following special resolutions were passed:

- Directors remuneration for the year commencing from 1 July 2016  was approved by the shareholders; and
- A general authority to enter into funding agreements, provide loans or other financial assistance in terms of Sections

44 and 45 of the Companies Act of South Africa was granted.

12. Interest of directors and officers in the company securities

The interests of directors and officers in the company's securities as at 30 June 2017 are as follows:

Number of shares       2017         2016

Direct:
Daniel Stephen van der Merwe   254 730      214 730

Indirectly and beneficially:
Brandon Rodney Topham    633 228               633 228
Mario Bronn Pretorius           35 700 000             35 700 000
Marthinus Gerhardus Erasmus    43 000   -

Transactions during the period

Direct:
Daniel Stephen van der Merwe     40 000        -

Indirect:
Marthinus Gerhardus Erasmus    43 000   -

13. Separate financial statements

The financial results, position and cash flows of the holding company are not presented in these consolidated annual
financial statements. These consolidated annual financial statements include only the consolidated results, position and
cash flows of the group. The holding company’s separate annual financial statements are available on request.

14. Subsidiary company

TeleMasters Holdings Ltd holds 100% of the voting equity and issued share capital of R1 000 in its only subsidiary Skycall
Networks (Pty) Ltd. The subsidiary’s country of incorporation is South Africa and the nature of its business is the provision
of telecommunications services, similar to that of its parent. The total comprehensive income of the subsidiary during the
financial period ended 30 June 2017 amounted to R 522 995 (2016: R 939 606).

15. Secretary

During the current financial period, the company secretarial services were provided by TAG Consulting (Pty) Ltd.

Business address
100A Club Avenue
Waterkloof Ridge
Pretoria
0181

16. Auditors

Nexia SAB&T acted as the group’s auditors for the period ended 30 June 2017 and will be nominated to continue in office
in accordance with Section 90 of the Companies Act, as amended, for re-appointment at the annual general meeting. The
independence and remuneration of the auditors was confirmed by the group's Audit and Risk Committee.
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Directors' Report

17. Registered address

The company is incorporated in the Republic of South Africa as a public company and has its registered and domiciled
address at: 90 Regency Street, Route 21 Office Park, Irene, 0157.

18. Composition of Board and Other Committees

The directors' designation, responsibilities and other key information, as well as the responsibilities and committee
composition for each director, are fully disclosed in the Corporate Governance report, included in the Integrated Report.

The composition of the Board committees, as well as the attendance of the directors and the committee meetings, is fully
disclosed in the Corporate Governance report.
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Consolidated Statement of Financial Position as at 30 June 2017
Note(s) 2017 2016

(Restated)

Assets

Non-Current Assets

Property, plant and equipment 4 20 081 413 21 449 451

Goodwill 5 2 686 779 2 686 779

Intangible assets 6 913 762 962 532

Deferred tax 7 - 845 879

Prepayments 8 6 462 727 -

30 144 681 25 944 641

Current Assets

Inventories 9 660 142 633 165

Trade and other receivables 10 14 991 947 16 402 254

Prepayments 8 4 703 906 4 810 038

Cash and cash equivalents 11 4 269 126 3 614 713

24 625 121 25 460 170

Total Assets 54 769 802 51 404 811

Equity and Liabilities

Equity

Share capital 12 48 059 48 059

Retained income 34 649 707 33 032 314

34 697 766 33 080 373

Liabilities

Non-Current Liabilities

Finance lease obligation 13 2 369 347 2 651 125

Deferred income 14 462 213 722 541

Deferred tax 7 199 521 -

3 031 081 3 373 666

Current Liabilities

Other financial liabilities 15 2 995 385 2 494 721

Current tax payable 123 024 -

Finance lease obligation 13 2 943 066 2 434 603

Trade and other payables 16 10 634 503 9 689 878

Deferred income 14 260 329 260 329

Bank overdraft 11 84 648 71 241

17 040 955 14 950 772

Total Liabilities 20 072 036 18 324 438

Total Equity and Liabilities 54 769 802 51 404 811
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Consolidated Statement of Comprehensive Income
Note(s) 2017 2016

Revenue 17 120 628 317 105 426 236

Cost of sales (80 135 980) (68 306 865)

Gross profit 40 492 337 37 119 371

Other income 185 282 503 496

Operating expenses (36 488 150) (34 884 564)

Operating profit 18 4 189 469 2 738 303

Investment revenue 247 726 452 318

Finance costs 19 (811 378) (377 537)

Profit before taxation 3 625 817 2 813 084

Taxation 20 (1 168 424) (799 827)

Profit for the year 2 457 393 2 013 257

Other comprehensive income - -

Total comprehensive income for the year 2 457 393 2 013 257

Basic and diluted earnings per share

Basic and diluted earnings per share (c) 23 5.85 4.79
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Consolidated Statement of Changes in Equity
Share capital Share

premium
Total share

capital
Retained
income

Total equity

Balance at 01 July 2015 4 200 43 859 48 059 32 279 057 32 327 116

Profit for the year - - - 2 013 257 2 013 257
Other comprehensive income - - - - -

Total comprehensive income
for the year

- - - 2 013 257 2 013 257

Dividends - - - (1 260 000) (1 260 000)

Total contributions by and
distributions to owners of
company recognised directly
in equity

- - - (1 260 000) (1 260 000)

Balance at 01 July 2016 4 200 43 859 48 059 33 032 314 33 080 373

Profit for the year - - - 2 457 393 2 457 393
Other comprehensive income - - - - -

Total comprehensive income
for the year

- - - 2 457 393 2 457 393

Dividends - - - (840 000) (840 000)

Total contributions by and
distributions to owners of
company recognised directly
in equity

- - - (840 000) (840 000)

Balance at 30 June 2017 4 200 43 859 48 059 34 649 707 34 697 766

Note(s) 12 12 12
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(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Consolidated Statement of Cash Flows
Note(s) 2017 2016

Cash flows from operating activities

Cash receipts from customers 121 256 865 110 893 208

Cash paid to suppliers and employees (113 603 353) (107 939 217)

Cash generated from operations 21 7 653 512 2 953 991

Finance costs (461 162) (377 537)

Net cash from operating activities 7 192 350 2 576 454

Cash flows from investing activities

Additions to plant and equipment 4 (3 806 001) (3 746 505)

Proceeds on disposal of plant and equipment 78 706 188 333

Additions to intangible assets 6 (461 200) (360 000)

Investment revenue received 247 726 452 318

Net cash from investing activities (3 940 769) (3 465 854)

Cash flows from financing activities

Proceeds from other financial liabilities 600 000 -

Repayment of other financial liabilities - (500 000)

Repayment of finance leases (2 373 185) (719 187)

Dividends paid (837 390) (1 469 091)

Net cash from financing activities (2 610 575) (2 688 278)

Total cash movement for the period 641 006 (3 577 678)

Cash at the beginning of the period 3 543 472 7 121 150

Total cash at end of the period comprising cash and cash equivalents and
bank overdraft

11 4 184 478 3 543 472
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TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Accounting Policies

1. Presentation of Consolidated Annual Financial Statements

The consolidated annual financial statements have been prepared in accordance with all applicable International
Financial Reporting Standards (IFRS), and its interpretations adopted by the International Accounting Standards
Board (IASB) and financial reporting guides issued by the accounting practices committee of the South African
Institute of Chartered Accountants and International Financial Reporting Interpretations Committee (IFRIC) standards
and interpretations and the requirements of the Companies Act of South Africa and the Listing Requirements of the
JSE Limited.

Basis of preparation
The consolidated annual financial statements have been prepared on the historical cost basis. The financial
statements are presented in South African Rand and have been rounded to the nearest R1.

These accounting policies are consistent with those applied in the previous financial period, except for the adoption of
new standards which became effective during the current financial year.

1.1 Consolidation

Basis of consolidation

The consolidated financial statements incorporate the company’s financial statements and the entity controlled by the
company (its subsidiary).  An investor controls an investee when it is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over the investee.

The results and performance of the subsidiary is included in the consolidated annual financial statements from the
effective date of acquisition. 

The subsidiary’s accounting policies are in line with those used by the holding company. All intra-group transactions,
balances, income and expenses are eliminated in full on consolidation.

1.2 Significant judgements and sources of estimation uncertainty

In preparing the consolidated annual financial statements, management is required to make estimates and
assumptions that affect the amounts represented in the consolidated annual financial statements and related
disclosures. Use of available information and the application of judgements are inherent in the formation of estimates.
Actual results in the future could differ from these estimates which may be material to the consolidated annual
financial statements. The estimates and 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 critical judgements, apart from those involving estimations, that the directors have made in the
process of applying the group’s accounting policies and that have the most significant effect on the amounts
recognised in the consolidated annual financial statements:

Income tax

Judgement is required in determining the provision for income tax due to the complexity of legislation. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of
business. The group recognises liabilities for anticipated tax audit issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the period in which such
determination is made. 

The group recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable
that the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of
deferred income tax assets requires the group to make significant estimates related to expectations of future taxable
income.  Estimates of future taxable income are based on forecast cash flows from operations and the application of
existing tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ significantly from
estimates, the ability of the group to realise the net deferred tax assets recorded at the year end date could be
impacted. Deferred tax is provided for on a basis that is reflective of the expected manner of recovery of the carrying
amount of the asset, i.e. sale or use. This manner of recovery affects the rate used to determine the deferred tax
liability.
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Accounting Policies

1.2 Significant judgements and sources of estimation uncertainty (continued)

Plant and equipment

Fixed assets are reviewed annually on an individual basis to determine their useful life and residual value. Useful life is
determined taking into account technological advances impacting the industry. Residual value is the estimated amount
which the group will currently obtain from disposal of the asset, after deducting estimated costs of disposal, if the
asset were already of the age and in the condition expected at the end of its useful life. The method of depreciation is
annually reviewed and considered whether it is still appropriate. 

The actual lives and residual values may vary depending on a variety of factors such as the nature of item, the
condition as result of current usage and the expected physical wear and tear of each item of property, plant and
equipment.

Intangible assets

Intangible assets are reviewed annually on an individual basis to determine their useful life and residual value. Useful
life is determined after taking into account the period of time from which the group will earn revenue from the
intangible asset. Residual values are assumed to be zero, due to the unique nature of the intangible assets of a
defined term. 

The group tests annually whether intangible assets with indefinite lives have suffered any impairment, in  accordance
with the accounting policy stated below. The recoverable amounts of certain cash-generating units have been
determined based on value-in use calculation. These calculations require the use of estimates. Refer note 6 for detail
surrounding the estimations utilised in these calculations.

Trade receivables

The group assesses its trade receivables for impairment at each reporting date. The impairment for trade receivables
is assessed for impairment on an individual debtor basis, based on historical data and future factors. In determining
whether an impairment loss should be recorded in the statement of comprehensive income, the group makes
judgements as to whether there is objective evidence indicating a measurable decrease in the estimated future cash
flows from a individual debtors account. Where objective evidence of impairment exist, future cash flows expected to
be collected are projected after taking into account market conditions and the credit risk profile of the trade debtors.
The present value of these cash flows, determined using the asset's original effective interest rate, is compared to the
carrying amount of the trade receivable and, if lower, the trade receivables are impaired to the present value.

Impairment of tangible and intangible assets

The group assesses at each reporting date whether there is any indication that an asset may be impaired by applying
internal and external impairment indicators. Determining whether tangible and intangible assets are impaired requires
an estimation of the recoverable amount in respect of the individual assets, or otherwise the recoverable amount of
the cash-generating unit to which the asset belongs. In assessing value in use the group is required to estimate the
future cash flows expected to arise from the individual asset or its cash generating unit and a suitable discount rate in
order to calculate the present value.

Goodwill impairment

The group tests annually whether goodwill has suffered any impairment. The assumptions used in the impairment
testing are set out in the Goodwill note of the consolidated annual financial statements. The recoverable amounts of
the cash generating unit have been determined based on value in use calculations. These calculations require the use
of estimates in relation to the projections of future cash flows, the projected growth rate, the terminal value of the
business and the discount rate derived from the weighted average cost of capital specific to the group.

The input factors most sensitive to change are management estimates of future cash flows based on budgets and
forecasts, growth rates and discount rates. Further detail on these assumptions has been disclosed in note 5. The
Group has performed a sensitivity analysis by varying these input factors by a reasonably possible margin and
assessing whether the changes in input factors result in any of the goodwill allocated to appropriate CGU being
impaired.
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1.3 Goodwill

Initial recognition and measurement

Goodwill arising on the acquisition of subsidiaries represents the excess of the purchase consideration over the
group’s interest in the fair value of the identifiable assets, liabilities and contingent liabilities recognised. Goodwill is
recognised as an asset and initially measured at its cost. 

Subsequent measurement 

Goodwill is subsequently measured at cost less any accumulated impairment.

Impairment

For the purposes of impairment testing, goodwill is allocated to each of the group’s cash-generating units expected to
benefit from the synergies of the combination. Cash-generating units to which goodwill is allocated are tested for
impairment annually, or more frequently when there is an indication that the unit may be impaired. 

1.4 Property, plant and equipment

Plant and equipment held for use in the production of income, or for administration purposes, are recognised as an
asset when:
· It is probable that future economic benefits associated with the item will flow to the group; and
· The cost of the item can be measured reliably.

Plant and equipment are stated in the Statement of Financial Position at their cost less any subsequent accumulated
depreciation and subsequent accumulated impairment losses. Costs include costs incurred initially to acquire an item
of plant and equipment and costs incurred subsequently to add to, replace part of, or major services if they are not day
to day servicing costs. If a replacement cost is recognised in the carrying amount of an item of plant and equipment,
the carrying amount of the replaced part is derecognised.

Depreciation is charged so as to write off the depreciable amount of assets, over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values and depreciation method are reviewed annually, with
the effect of any changes in estimate accounted for on a prospective basis. The depreciation charge for each period is
recognised in profit or loss.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets
or, where shorter, the term of the relevant lease.

The gain or loss arising from the disposal or retirement of an item of plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss when
the item is de-recognised.

Item Useful life
Furniture and fixtures 6 years
Motor vehicles 5 years
Office equipment 6 years
IT equipment 3 - 4 years
Routers and handsets 3 - 6 years and term of the lease agreement
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1.5 Intangible assets

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the
specific software.

Intangible assets other than goodwill are reported at cost less accumulated amortisation and accumulated impairment
losses. The amortisation period, residual value and the amortisation method for intangible assets are reviewed
annually.

Amortisation is charged so as to write off the cost of intangible assets over their estimated useful lives, using the
straight-line method. Intangible asset amortisation is provided on a straight line basis over their useful lives as follows:

 Item Useful life
 Computer software 3 years
 Licences                Indefinite

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows. Amortisation is not
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication
that the asset may be impaired.

1.6 Impairment of tangible and intangible assets excluding goodwill

At each reporting date, the group reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss. Where it is not
possible to estimate the recoverable amount of an individual asset, the group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

A cash-generating unit is the smallest identifiable group of assets that generates cash inflows that are largely
independent of the cash inflows from other assets or groups of assets.

The recoverable amount is the higher of the fair value less costs to sell and the value in use. In assessing the value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of any asset or cash-generating unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

1.7 Financial instruments

General

The group classifies financial assets and financial liabilities into the following categories:
���� Loans and receivables
���� Financial liabilities measured at amortised cost

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at
initial recognition.
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1.7 Financial instruments (continued)

Initial recognition and measurement

Financial instruments are recognised initially when the group becomes a party to the contractual provisions of the
instruments.

The group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a
financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value.

Transaction costs are included in the initial measurement of finanical instruments.

Subsequent measurement

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
method.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have
been transferred and the group has transferred substantially all risks and rewards of ownership.

Financial liabilities are derecognised when its contractual obligations are discharged or cancelled or expire.

Impairment of financial assets

At each reporting date the company assesses all financial assets, other than those at fair value through profit or loss,
to determine whether there is objective evidence that a financial asset or group of financial assets has been impaired.

For amounts due to the company, significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy and default of payments are all considered indicators of impairment.

Impairment losses are recognised in profit or loss.

Impairment losses are reversed when an increase in the financial asset'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 financial asset at the date that the impairment is reversed shall not exceed what the carrying amount
would have been had the impairment not been recognised.

Reversals of impairment losses are recognised in profit or loss.

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in
profit or loss within operating expenses. When such assets are written off, the write off is made against the relevant
allowance account. Subsequent recoveries of amounts previously written off are credited against operating expenses.

1.8 Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.
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1.8 Tax (continued)

Deferred tax assets and liabilities

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable profit, and are accounted for using the
Statement of Financial Position liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are generally recognised for all deductible temporary differences to the
extent that it is probable that taxable profits will be available against which those deductible temporary differences can
be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or from the
initial recognition of other assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments, except where the
group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with
such investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates and tax laws that have been enacted or substantively
enacted by the reporting date. The measurement of deferred tax liabilities and assets reflects the tax consequences
that would follow from the manner in which the group expects, at the reporting date, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the group
intends to settle its current tax assets and liabilities on a net basis.

Tax expenses

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the
Statement of Comprehensive Income because it excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable or deductible.

Current and deferred tax are recognised as an expense or income in profit or loss.

1.9 Leases

Finance leases as lessee

Leases are classified as finance leases (installment sale liabilities) whenever the terms of the lease transfer
substantially all of the risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are initially recognised as assets of the group at their fair value at the inception of
the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the Consolidated Statement of Financial Position as a finance lease liability.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in
the lease.

Lease payments are apportioned between finance charges and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to profit or loss,
unless they are directly attributable to qualifying assets, in which case they are capitalised in accordance with the
group’s general policy on borrowing costs.
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1.9 Leases (continued)

Sale and leaseback transactions

A sale and leaseback transaction involves the sale of an asset and leasing back of the same asset. If a sale and
leaseback transaction results in a finance lease for the group, any excess of sales proceeds over carrying value is
amortised over the term of new lease as deferred income.

Operating leases – lessee

Operating lease payments 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 are recognised as an operating lease
liability. This liability is not discounted.

Any contingent rents are expensed in the period they are incurred.

1.10 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in 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.

1.11 Revenue

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 and volume
rebates, and Value Added Tax.

Revenue from the sale of goods and the rendering of services is recognised when it is probable that the economic
benefits associated with a transaction will flow to the group and the amount of revenue, and associated costs incurred
or to be incurred, can be measured reliably.

The nature of the revenue-generating contracts entered into is such that some are post-paid and some are on a
prepaid basis. However, in either case, the service is provided in the month relating to the amount invoiced.

The main categories of revenue and the bases of recognition are as follows:

Post-paid/contract products

Connection fees: Revenue is recognised on the date of activation of service;

Access charges: Revenue is recognised in the period to which it relates;

Airtime: Revenue is recognised on the usage basis commencing on the date of activation. The terms and conditions of
bundled airtime products, may allow for the carryover of unused minutes. The revenue related to the unused airtime is
deferred and recognised when utilised by the customer or on termination of the contract.

Other revenue/ Other Income

Equipment sales: All equipment sales to third parties are recognised only when risks and rewards of ownership are
transferred to the buyer.

1.12 Dividend distribution

Dividend distribution to the company’s shareholders is recognised as a liability in the company’s financial statements
in the period in which the dividends are declared.
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1.13 Related parties

Related parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the party in making financial and operational decisions. Key management personnel are also regarded
as related parties. Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the group, directly or indirectly, and this includes all directors, both executive
and non-executive, of the group.

1.14 Inventories

Inventories are stated at the lower of cost or estimated net realisable value. Cost comprises direct materials and,
where applicable, overheads that have been incurred in bringing the inventories to their present location and
condition, excluding borrowing costs. The cost of the inventory is determined by means of the First in First Out (FIFO)
basis. Net realisable value is the estimate of the selling price in the ordinary course of business, less selling expenses.
Provisions are made for obsolete, unusable and un-saleable inventory and for latent damage first revealed when
inventory items are taken into use or offered for sale.

1.15 Prepayments

Prepaid commission costs are recognised when a contractual agreement is entered into with the group and an
employee or agent where commission is calculated in accordance with the agreements, and paid on conclusion of the
agreement to employees or agents. These prepayments are realised over the remaining period of the contractual
agreements.

Prepaid commission costs are initially recognised at the amount equal to the fair value, and subsequently amortised to
profit or loss over the period in which the contractual agreement is effective. Should the underlying contractual
agreement be cancelled, all prepaid commission not recoverable, will immediately be expensed through profit and loss

1.16 Statement of cash flow

The group has adopted the indirect method for preparing the statement of cash flows.

1.17 Contingencies

The group does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is disclosed where
an inflow of economic benefits is probable.
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2. Segment Report

IRS 8 requires an entity to report financial and descriptive information about its reportable segments, which are
operating segments or aggregations of operating segments that meet specific criteria. Operating segments are
components of an entity about which separate financial information is available that is evaluated regularly by the chief
operating decision maker. The Chief Executive Officer is the Chief Operating decision maker of the group.

As a result the group does not have different operating segments. The business is conducted in South Africa and is
managed centrally and has no branches. The group is managed as one operating unit.

- The requirements of an operating segment is that the results of the component of the entity is regularly reviewed by
the CODM, however the nature of the services is such that the internal reporting thereof to the CODM is allocated 
as a single operating segment due to the similarity in nature, process, clients, method of delivery and regulatory 
environment.

- The nature of group's business is that of a service provider. The services provided, are performed from a 
single source technology basis. The services provided as billed to single customers, charged on the type of service
provided. These range from fixed line services, to cellular services as well as to data and VOIP services. The 
services provided are not separately run segments or divisions and are managed from a single source, employee 
and asset base perspective.

- The asset and liabilities used in providing the services are indistinguishable from each other and the same 
technology platforms are used in providing all services to a customer. It is therefore impossible to obtain specific 
discrete financial information, except for the billing raised specific to the service which has been charged. This 
information is presented as such to the CODM.

All revenues from external customers originate in South Africa, thus our geographical locations of operations are
restricted to a single area, South Africa.
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3. New Standards and Interpretations

3.1 Standards and interpretations not yet effective

The group has chosen not to early adopt the following standards and interpretations, which have been published and
are mandatory for the group’s accounting periods beginning on or after 01 July 2017 or later periods.

The group has evaluated the effect of all new standards, amendments and interpretations that have been issued but
which are not yet effective. Based on the evaluation, management does not expect these standards, amendments
and interpretations to have a significant impact on the group’s results and disclosures.

Standards Details of amendment
Annual periods
beginning on or after

IFRS 9 Financial Instruments - A finalised version of IFRS 9 has been issued
which replaces IAS 39 Financial Instruments:
Recognition and Measurement. The completed
standard comprises guidance on Classification and
Measurement, Impairment Hedge Accounting and
Derecognition. 
- IFRS 9 introduces a new approach to the
classification of financial assets, which is driven by
the business model in which the asset is held and
their cash flow characteristics. A new business
model was introduced which does allow certain
financial assets to be categorised as “fair value
through other comprehensive income” in certain
circumstances. The requirements for financial
liabilities are mostly carried forward unchanged from
IAS 39. However, some changes were made to the
fair value option for financial liabilities to address the
issue of own credit risk.
The new model introduces a single impairment
model being applied to all financial instruments, as
well as an “expected credit loss” model for the
measurement of financial assets.
IFRS 9 contains a new model for hedge accounting
that aligns the accounting treatment with the risk
management activities of an entity, in addition
enhanced disclosures will provide better information
about risk management and the effect of hedge
accounting on the financial statements. 
IFRS 9 carries forward the derecognition
requirements of financial assets and liabilities from
IAS 39.

1 January 2018

IFRS 15 Revenue from
Contracts from Customers

- New standard that requires entities to recognise
revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the
consideration to which the entity expects to be
entitled in exchange for those goods or services.
This core principle is achieved through a five step
methodology that is required to be applied to all
contracts with customers.
- The new standard will also result in enhanced
disclosures about revenue, provide guidance for
transactions that were not previously addressed
comprehensively and improve guidance for multiple-
element arrangements.
The new standard supersedes, IAS 11, IAS 18,
IFRIC 13, IFRIC 15, IFRIC 18 and SIC 31.

1 January 2018

26



TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Annual Financial Statements

3. New Standards and Interpretations (continued)
IFRS 16 Leases New standard that introduces a single lessee

accounting model and requires a lessee to
recognise assets and liabilities for all leases with a
term of more than 12 months, unless the underlying
asset is of low value. A lessee is required to
recognise a right-of-use asset representing its right
to use the underlying leased asset and a lease
liability representing its obligation to make lease
payments. A lessee measures right-of-use assets
similarly to other non-financial assets (such as
property, plant and equipment) and lease liabilities
similarly to other financial liabilities. As a
consequence, a lessee recognises depreciation of
the right-of-use asset and interest on the lease
liability, and also classifies cash repayments of the
lease liability into a principal portion and an interest
portion and presents them in the statement of cash
flows applying IAS 7 Statement of Cash Flows.
IFRS 16 contains expanded disclosure requirements
for lessees. Lessees will need to apply judgement in
deciding upon the information to disclose to meet
the objective of providing a basis for users of
financial statements to assess the effect that leases
have on the financial position, financial performance
and cash flows of the lessee. IFRS 16 substantially
carries forward the lessor accounting requirements
in IAS 17. Accordingly, a lessor continues to classify
its leases as operating leases or finance leases,
and to account for those two types of leases
differently.
IFRS 16 also requires enhanced disclosures to be
provided by lessors that will improve information
disclosed about a lessor’s risk exposure, particularly
to residual value risk.
IFRS 16 supersedes IAS 17 and IFRC 4, SIC 15 and
SIC 27.

1 January 2019

IAS 7 Statement of Cash
flows

Disclosure Initiative: Amendments requiring entities
to disclose information about changes in their
financing liabilities. The additional disclosures will
help investors to evaluate changes in liabilities
arising from financing activities, including changes
from cash flows and non-cash changes (such as
foreign exchange gains or losses).

1 January 2017
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4. Property, plant and equipment

2017 2016

Cost Accumulated
depreciation

Carrying value Cost Accumulated
depreciation

Carrying value

Furniture and fixtures 673 082 (504 992) 168 090 673 082 (448 412) 224 670
Motor vehicles 995 473 (683 484) 311 989 1 015 473 (581 563) 433 910
Office equipment 255 180 (182 296) 72 884 241 281 (159 582) 81 699
IT equipment 1 480 345 (1 017 607) 462 738 1 539 051 (825 482) 713 569
Routers and handsets 53 240 833 (34 175 121) 19 065 712 46 848 862 (26 853 259) 19 995 603

Total 56 644 913 (36 563 500) 20 081 413 50 317 749 (28 868 298) 21 449 451

Reconciliation of property, plant and equipment - 2017

Opening
balance

Additions Disposals Depreciation Total

Furniture and fixtures 224 670 - - (56 580) 168 090
Motor vehicles 433 910 - (20 000) (101 921) 311 989
Office equipment 81 699 13 899 - (22 714) 72 884
IT equipment 713 569 - (58 706) (192 125) 462 738
Routers and handsets 19 995 603 6 391 971 - (7 321 862) 19 065 712

21 449 451 6 405 870 (78 706) (7 695 202) 20 081 413

Reconciliation of property, plant and equipment - 2016

Opening
balance

Additions Disposals Depreciation Total

Furniture and fixtures 275 255 36 600 - (87 185) 224 670
Motor vehicles 815 814 - (205 260) (176 644) 433 910
Office equipment 86 167 15 885 - (20 353) 81 699
IT equipment 569 979 310 819 - (167 229) 713 569
Routers and handsets 14 949 079 8 022 795 - (2 976 271) 19 995 603

16 696 294 8 386 099 (205 260) (3 427 682) 21 449 451

Carrying value of plant and equipment pledged as security for current finance leases

2017 2016

Motor vehicles 253 764 331 846

Routers and handsets 3 618 885 2 080 163

Total 3 872 649 2 412 009

These items are pledged as security in terms of finance lease liabilities. Refer to note 13 where the terms and
conditions associated with the finance lease liabilities are disclosed.

Re-assessment of useful life
During the current year, routers and handsets' residual value was reassessed due to the ever changing technological
environment in which the group operates, also taking into account the number of routers and handsets the group
holds, which lead to a decrease in the residual values of the various assets, and a corresponding increase in the
depreciation in the current financial period. 

Increase in depreciation during the current financial period resulting from a re-assessment of the residual value of
various assets amounted to R 2 947 768.
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4. Property, plant and equipment (continued)

No significant outstanding capital commitments have been entered into by the group during the current financial period
which require disclosure.

5. Goodwill

2017 2016

Cost Accumulated
impairment

Carrying value Cost Accumulated
impairment

Carrying value

Goodwill 2 686 779 - 2 686 779 2 686 779 - 2 686 779

The goodwill arose on 1 March 2010 with the acquisition of the subsidiary, Skycall Networks (Pty) Ltd for the cash
consideration of R1.8 million. The goodwill recognised originated from the foreseeable benefit to the Group on
acquiring the licensed operations of the subsidiary, which together with the existing business of the Group, would
result in increased profitability over the foreseeable future.

Assessment of recoverable amounts

During the financial year, the group assessed the recoverable amount of goodwill for indications of impairment. The
assessment determined that the goodwill allocated to the cash generating unit, was not impaired. The accounting
policy that has been applied in assessing impairment of goodwill is set out in the accounting policies relating to
Goodwill. No impairment was recognised both in the current and previous financial periods.

The key assumptions of the cash flow forecast used to determine the present value of the future cash flows from the
cash generating unit of the group, over a five year period were based on:

- Current number of ports in use with no yearly increase;

- Average number of minutes, charges per minutes and fixed monthly charges are kept constant, no increase were 
applied; and

- Estimated cost of sales increases in line with the number of port increases.

Weighted average rates (as percentage) 2017                        2016

Discount rate 12.50  10.75
Growth rate                   6.00   8.00

A discounted cash flow method (value in use) was used to determine the present value of the future cash flows from
the cash generating unit. A discount rate, based on a pre-tax risk free rate obtained from bonds issued by government
adjusted for a risk premium to reflect the investment requirements of the group and specific risks related to the cash
generating unit were used in discounting the projected cash flows over a 5-year period.

Sensitivity

The value of a 1% increase in the discount rate applied to the discounted cash flow did not result in any indication of
impairment. In both instances the value per the discounted cash flow remains in excess of the value of Goodwill.

The assessment is based on past experience and actual historic information provided.
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6. Intangible assets

2017 2016

Cost Accumulated
amortisation

Carrying value Cost Accumulated
amortisation

Carrying value

Computer software 2 697 759 (2 083 997) 613 762 2 236 559 (1 574 027) 662 532
Licences - Indefinite life 300 000 - 300 000 300 000 - 300 000

Total 2 997 759 (2 083 997) 913 762 2 536 559 (1 574 027) 962 532

Reconciliation of intangible assets - 2017

Opening
balance

Additions Amortisation Total

Computer software 662 532 461 200 (509 970) 613 762
Licences - Indefinite life 300 000 - - 300 000

962 532 461 200 (509 970) 913 762

Reconciliation of intangible assets - 2016

Opening
balance

Additions Amortisation Total

Computer software 549 170 360 000 (246 638) 662 532
Licences - Indefinite life 300 000 - - 300 000

849 170 360 000 (246 638) 962 532

Assessment of Indefinite life

The Communications Network Services (ECNS) licences were acquired from external parties, and are not limited to
use over a specific period. Licences acquired from external parties are considered to be indefinite as they do not have
expiry dates. The indefinite useful lives of these licenses are tested annually. No change in circumstances occurred
during the year to indicate a change in the determination of the indefinite useful lives of licences.

The indefinite life intangible assets were part of the acquisition of Skycall Networks (Pty) Ltd, a 100% subsidiary. They
are integral to the assumptions used in determination of the recoverable amount, are identical to those disclosed in
note 5 (Goodwill), also forming part of the annual impairment assessment.

7. Deferred tax

Deferred tax assets/(liabilities)

Allowance for doubtful debt 422 000 350 413
Legal fees 33 013 -
Staff bonuses 103 572 53 368
Lease smoothing - 56 560
Prepayments (3 126 657) (1 346 810)
Employee related accruals 235 540 331 673
Tax losses available for set off against future taxable income 2 217 011 1 484 675
Licences (84 000) (84 000)

(199 521) 845 879

Reconciliation of deferred tax asset/(liability) movements

At beginning of the year 845 879 1 612 581
Increase in tax losses available for set off against future taxable income 732 336 305 775
(Reversing)/ Originating temporary difference on lease smoothing (56 560) 41 719
(Reversing)/ Originating temporary difference on employee related
accruals

(96 133) 101 232
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7. Deferred tax (continued)
Originating temporary difference on legal fees 33 013 -
Originating temporary differences on allowance on doubtful debts 71 587 124 780
Originating temporary differences on prepayments (1 779 847) (1 310 131)
(Reversing)/ Originating temporary difference on staff bonus accrual 50 204 (30 077)

(199 521) 845 879

Recognition of deferred tax asset

The deferred tax asset raised on assessed tax losses from previous periods and the current year, will be utilised in
future through taxable profits, based on the Directors' assessment of recoverability based on budgets. The present
value of the groups future profitability remains positive. All other deferred tax assets will realise against the reversal of
remaining deductible temporary differences.

8. Prepayments

Prepayments relate to prepaid sales commission to staff and agents for newly concluded contractual sales. These
prepayments are realised over the remaining period of the contractual agreements. Once a clients contractual
agreement is settled pre-maturely, the outstanding amount prepaid is immediately recognised through profit or loss.

9. Inventories

Finished goods - airtime and related products 660 142 633 165

There was no write down of inventory, and no inventory has been pledged as security.

10. Trade and other receivables

Trade receivables 11 119 214 10 490 666
Allowance for doubtful debts (2 009 533) (1 668 633)
Deposits 78 176 377 926
Value Added Tax receivable 1 453 716 2 151 385
Accruals for revenue invoiced in arrears 4 166 641 4 442 393
Other receivables 183 733 608 517

14 991 947 16 402 254

The carrying value of trade and other receivables equals their fair value due to the short term nature of these
receivables.

Accruals relate to revenue accrued at year end invoiced subsequent to year end.

Credit quality of trade and other receivables

The credit quality of trade and other receivables that are neither past nor due nor impaired can be assessed by
reference to historical information about counter party default rates. Management considers the credit quality of trade
and other receivables to be high.

Trade and other receivables past due but not impaired

As at 30 June 2017, the following debtors receivable were past due but not impaired. Management is certain these
receivables which are overdue but not impaired as below are recoverable.

1 month past due 204 476 763 900
2 months past due 215 879 332 291
3 months past due 4 719 648 7 725 843

5 140 003 8 822 034

The directors consider the time bands used above as most reflective in assessing the group’s performance and
operations.
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10. Trade and other receivables (continued)

Reconciliation of allowance for doubtful debt

Opening balance 1 668 633 1 074 443
Provision for impairment 850 000 1 025 800
Amounts written off as uncollectable (509 100) (431 610)

2 009 533 1 668 633

The creation and release of allowance for impaired receivables have been included in operating expenses in profit or
loss. The group considers various factors in quantifying the allowance for doubtful debt, including credit terms,
economic conditions, period outstanding and historic payment history.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned
above. The company does not hold any collateral as security, other than the security over the Huge Group Limited
receivable currently in dispute (refer to note 33).

11. Cash and cash equivalents

Cash and cash equivalents consist of:

2017 2016

Cash on hand 16 852 8 178
Bank balances 3 813 804 3 198 057
Short-term deposits 438 470 408 478
Bank overdraft (84 648) (71 241)

4 184 478 3 543 472

Current assets 4 269 126 3 614 713
Current liabilities (84 648) (71 241)

4 184 478 3 543 472

For the purposes of the cash flow statement, cash and cash equivalents include cash on hand and in banks, net of
outstanding bank overdrafts.

The carrying value of cash and cash equivalents approximates its fair value due to the short term nature thereof.

Credit quality of cash at bank and short term deposits, excluding cash on hand

The credit quality of cash at bank and short term deposits, excluding cash on hand that are neither past due nor
impaired can be assessed by reference to external credit ratings (if available) or historical information about
counterparty default rates.

Credit rating
zaA-1+ 4 252 274 3 606 535

12. Share capital

Authorised
500 000 000 Ordinary shares of R0.0001 50 000 50 000

Each share carries one vote per share and carries the right to dividends.

Issued
Share capital 4 200 4 200
Share premium 5 966 262 5 966 262
Share issue costs written off against share premium (462 403) (462 403)

32



TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Annual Financial Statements

12. Share capital (continued)
Capital distribution of share premium (5 460 000) (5 460 000)

48 059 48 059

Reconciliation of number of shares issued
At the beginning of the year 42 000 000 42 000 000

458 000 000 unissued ordinary shares are under the control of the directors subject to the provisions of the
Companies Act and the JSE Listings Requirements. Shares in issue are fully paid up.

13. Finance lease obligation

Minimum lease payments due
 - within one year 3 469 688 2 131 886
 - in second to fifth year inclusive 2 917 491 3 952 343

6 387 179 6 084 229
less: future finance charges (1 074 766) (998 501)

Present value of minimum lease payments 5 312 413 5 085 728

Non-current liabilities 2 369 347 2 651 125
Current liabilities 2 943 066 2 434 603

5 312 413 5 085 728

It is the group's policy to acquire motor vehicles and certain larger telephony routers and handsets under finance lease
liabilities. 

The average finance lease agreement term is 3 – 5 years and the average effective borrowing rate is 11.2% to
11.45% (2016:10.2% to 11.5%). Interest rates are linked to prime at the contract date. All finance lease liabilities have
fixed repayments and no arrangements have been entered into for contingent rent. The group’s obligations under
finance lease liabilities are secured by the lessor’s charge over the financed assets, as disclosed in note 4.

The carrying value of finance lease obligations approximate their fair value.

14. Deferred income

Deferred income comprises income from various sale and leaseback transactions entered into between the group and
Kumkani Finance Proprietary Limited for equipment and the corresponding revenue streams, over a period varying
from 36 to 60 months. The deferred income on these sale and leaseback transactions are deferred over the term of
the lease agreement.

Non-current liabilities 462 213 722 541
Current liabilities 260 329 260 329

722 542 982 870

15. Other financial liabilities

Held at amortised cost
Maison D'Obsession Trust 2 995 379 2 494 721

The above loan is unsecured, bears interest at 10.50% per annum, paid and repayable on demand.

The carrying value of other financial liabilities equal their fair value as these liabilities are repayable on demand.

16. Trade and other payables

Trade payables 4 142 489 2 591 176

33



TeleMasters Holdings Limited
(Registration number 2006/015734/06)
Consolidated Annual Financial Statements for the year ended 30 June 2017

Notes to the Consolidated Annual Financial Statements

16. Trade and other payables (continued)
Shareholders dividend payable 239 299 236 689
Accruals 4 081 860 4 518 619
Accrued leave pay 841 215 938 004
Operating lease liability - 201 938
Deposits received 567 945 456 081
Employee related payables 392 095 556 742
Staff bonus accrual 369 600 190 629

10 634 503 9 689 878

Trade and other payables are repayable within a period of twelve months. The carrying value of trade and other
payables approximates their fair values due mainly to the short term nature.

17. Revenue

Services provided 117 399 775 104 733 255
Sale of goods 3 228 542 692 981

120 628 317 105 426 236

18. Operating profit

Operating profit for the year is stated after accounting for the following:

Operating lease charges
Premises
���� Contractual amounts 1 434 906 1 408 895
Equipment
���� Contractual amounts 488 232 833 923

1 923 138 2 242 818

Loss on sale of property, plant and equipment - 16 927
Audit fees 387 269 560 000
Employee costs 18 787 580 19 014 134

19. Finance costs

Finance lease liabilities 452 319 332 017
Banks and financial institutions 8 843 45 520
Other financial liabilities 350 216 -

811 378 377 537

20. Taxation

Major components of the tax expense

Current
Local income tax - current period 123 024 -
Local income tax - recognised in current tax for prior periods - 33 126

123 024 33 126

Deferred
Deferred tax relating to the origination and reversal of temporary
differences - refer to note 7

1 045 400 766 701

1 168 424 799 827
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20. Taxation (continued)

Reconciliation of the tax expense

Reconciliation between accounting profit and tax expense.

Accounting profit 3 625 817 2 813 084

Tax at the applicable tax rate of 28% (2016: 28%) 1 015 229 787 664

Tax effect of adjustments on taxable income
Non-deductible expenditure 75 874 8 960
Non-taxable income (72 892) (29 922)
Underprovision of previous period taxation 150 213 33 125

1 168 424 799 827

21. Cash (used in) generated from operations

Profit before taxation 3 625 817 2 813 084
Adjustments for:
Depreciation 7 695 202 3 427 682
Loss on sale of property, plant and equipment - 16 927
Investment revenue (247 726) (452 318)
Finance costs 811 378 377 537
Deferred income amortised (260 328) (77 790)
Amortisation 509 970 246 638
Changes in working capital:
Inventories (26 977) (248 277)
Trade and other receivables (303 203) (2 407 236)
Prepayments (6 356 595) (4 679 043)
Trade and other payables 2 205 974 2 953 917
Deferred income - 982 870

7 653 512 2 953 991

22. Directors' emoluments

Executive

2017

Emoluments Company
contributions
and benefits

Total

Mario Bronn Pretorius 1 200 000 83 511 1 283 511
Brandon Rodney Topham 189 000 1 890 190 890
Talana Smith 320 000 - 320 000

1 709 000 85 401 1 794 401

2016

Emoluments Company
contributions
and benefits

Total

Mario Bronn Pretorius 1 200 000 72 506 1 272 506
Brandon Rodney Topham 189 000 1 890 190 890

1 389 000 74 396 1 463 396
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22. Directors' emoluments (continued)

Non-executive

2017

Directors' fees Company
contributions
and benefits

Total

Marthinus Gerhardus Erasmus 189 000 1 890 190 890
Daniel Stephen Van Der Merwe 252 000 10 509 262 509
Jaco Voigt 189 000 1 890 190 890

630 000 14 289 644 289

2016

Directors' fees Company
contributions
and benefits

Total

Marthinus Gerhardus Erasmus 189 000 1 890 190 890
Daniel Stephen Van Der Merwe 252 000 10 509 262 509
Jaco Voigt 189 000 1 890 190 890

630 000 14 289 644 289

All benefits are of a short-tem nature. No Post-employment benefits, other long-term benefits or share-based
payments are paid or accrue to any employees or directors of the group.

23. Earnings per share

Period ended
30 June 2017

Period ended
30 June 2016

Earnings per share (cents) 5.85 4.79
Diluted earnings per share (cents) 5.85 4.79
Headline earnings per share(cents) 5.85 4.82

The Earnings per share and Headline earnings per share were determined using the following information:

Earnings used in the calculation of basic and diluted earnings per
share

R R

Profit attributable to shareholders of the group 2 457 393 2 013 257

Reconciliation between earnings per share and headline earnings
per share
Profit attributable to shareholders of the group 2 457 393 2 013 257
Adjusted for :
Loss on disposal of plant and equipment - 16 927
Tax of loss on disposal of plant and equipment - (4 740)

2 457 393 2 025 444

Weighted number of ordinary shares outstanding Number of
shares issued

Weighted
average
number of
shares

Shares as at 30 June 2017 42 000 000 42 000 000
Shares as at 30 June 2016 42 000 000 42 000 000

24. Dividend per share
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24. Dividend per share (continued)
Dividends declared from retained earnings 840 000 1 260 000
Total dividends declared 840 000 1 260 000
Shares in issue 42 000 000 42 000 000
Dividends per share (DPS - cents) 2.00 3.00

25. Related parties

`

Relationships
Subsidiary Skycall Networks (Pty) Ltd 

Members of key management Brandon Rodney Topham
Mario Bronn Pretorius
Magda van der Walt
Talana Smith

Non-executive directors Jaco Voigt
Daniel Stephen Van der Merwe
Marthinus Gerhardus Erasmus

Entity in which a member of key management and non-executive
directors have beneficial interest
Brandon Rodney Topham TAG Consulting (Pty) Ltd

TAG Business Advisors (Pty) Ltd
BRAT Trust 

Mario Bronn Pretorius Snowy Owl Properties 82 (Pty) Ltd
Telemasters (Pty) Ltd
Maison D'Obsession Trust 

Marthinus Gerhardus Erasmus Arbor Capital Company Secretarial (Pty) Ltd
Arbor Capital Corporate Finance (Pty) Ltd 

Jaco Voigt Perfectworx Consulting (Pty) Ltd
Contineo Virtual Communications (Pty) Ltd

Related party balances

Loan accounts - Owing (to) by related parties
Maison D'Obsession Trust (2 995 379) (2 494 721)

Amounts included in Trade Receivables regarding related parties
Snowy Owl Properties 82 (Pty) Ltd 130 995 130 995

Related party transactions

Interest paid to (received from) related parties
Maison D'Obsession Trust 350 216 -

Cost of Sales paid to various suppliers
Perfectworx Consulting (Pty) Ltd 2 194 875 2 055 878
Contineo Virtual Communications (Pty) Ltd 6 534 206 3 662 583
TeleMasters (Pty) Ltd 210 526 210 526

Rent paid to related parties
Snowy Owl Properties 82 (Pty) Ltd 1 378 895 1 378 895

Consulting fees paid to administrative services supplier
Arbor Capital Corporate Finance (Pty) Ltd 120 000 -
TAG Business Advisors (Pty) Ltd - 133 663
BRAT Trust 21 272 33 465
Arbor Capital Company Secretarial (Pty) Ltd 120 000 120 000
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25. Related parties (continued)
TAG Consulting (Pty) Ltd 248 553 317 750

Sales to related entity of major shareholder
Telemasters (Pty) Ltd 385 430 380 417

Compensation to directors and other key management*
Chief Operating Officer 945 852 864 000
Short-term employee benefits – Executive directors 1 792 511 1 463 396

*Directors emoluments have been disclosed in note 22 to the consolidated annual financial statements. Refer to note
32 where the major shareholders are listed.

Transactions with related parties were effected on a commercial basis and is continuously reassessed.

All transactions with related parties were undertaken on an arm’s length basis. The amounts due to and from related
parties are payable on terms of trade that are no more favourable than those that apply to all other suppliers and
debtors of the group. The normal terms and conditions are applicable to all purchases from or to related parties which
means that amounts are unsecured and are payable within 30 days of invoice. No provision for bad debt has been
made or any amount has been written off against any related party transaction.

26. Risk management

Financial instrument risk exposure and management

The group is exposed to risks from its use of financial instruments. This note describes the group’s objective, policies
and processes for managing those risks and the methods used to measure them. Further quantitative information in
respect of these risks is presented throughout these financial statements. 

There have been no substantive changes to the group’s exposure to financial instrument risks, its objectives, policies
and processes for managing those risks or the methods used to measure them from previous periods unless
otherwise stated in this note. Information disclosed has not been disaggregated as the financial instruments used by
the group share the same economic characteristics and market conditions.

The principal financial instruments used by the group, from which financial risk arises, are as follows:

- Trade and other receivables;
-    Finance lease obligation;
- Cash and cash equivalents;
-    Other financial liabilities;
- Trade and other payables; and
- Bank overdraft:

The group is currently exposed to credit risk, liquidity risk and interest rate risk (which comprises cash flow interest
rate risk).
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26. Risk management (continued)

Risk management is carried out by management under policies approved by the Board. The Board provides principles
for overall risk management, as well as policies covering specific areas, such as interest rate risk, credit risk. The
directors monitor their collections from the group’ receivables, movement in prime lending rates and the risks that the
group is exposed to based on current market conditions, on a monthly basis. 

The directors are of the opinion that the carrying amount of all current financial assets and financial liabilities
approximate their fair values due to the short-term maturities of these financial instruments. Remaining long term
borrowings bear interest at market related interest rates which allow for the current carrying amount to be equivalent to
its current fair value. The fair value of other financial liabilities and financial assets are determined in accordance with
generally accepted pricing models comprising discounted cash flow analysis. Where the effects of discounting are
immaterial, short term receivables and short term payables are measured at the original invoice amount.

The main purpose of financial liabilities is to raise finance to fund the acquisition of plant and equipment and intangible
assets, working capital and future acquisitions.

Procedures for avoiding excessive concentration of risk include:
- Maintaining a wide customer base;
- Continually looking for opportunities to expand the customer base;
- Reviewing current developments in technology in order to identify any product line which may increase margins in 

the future;
- Subjecting all customers to a credit verification procedure before agreements are entered into;
- Reviewing the trade debtors’ age analysis weekly with the intention of minimising the group’s exposure to bad 

debts;
- Maintaining cash balances and agreed facilities with reputable financial institutions;
- Effecting necessary price increases as and when required; and
- Reviewing the group’s bank accounts daily and transferring excess funds from the main current account to

other facilities in order to increase the interest earnings to the group.

Liquidity risk

Liquidity risk is the risk that the group will experience financial difficulty in meeting its financial obligations as they fall
due. The group’s policy is to ensure that it will always have sufficient cash to allow it to meet its obligations when they
fall due. To achieve this it seeks to maintain cash balances and agreed facilities with reputable financial institutions.
This is also achieved by monitoring the economy to ensure that necessary price increases are effected. There have
been no defaults or breaches on trade payables during the course of the financial year.

Management of liquidity risk in regard to financial liabilities includes a daily review of the group’s bank accounts and
transfer of excess funds from the main current account to other facilities in order to increase the group’s interest
earnings.

Contractual maturity analysis - 30 June 2017 Payable within
one year or on

demand

Payable within
2 to 5 years

Trade and other payables 10 634 503 -
Bank overdraft 84 648 -
Finance lease liablities 2 943 066 2 369 347
Other financial liablities 2 995 379 -

Contractual maturity analysis - 30 June 2016 Payable within
one year or on

demand

Payable within
2 to 5 years

Trade and other payables 9 487 939 -
Bank overdraft 71 241 -
Finance lease liablities 2 434 603 2 651 125
Other financial liablities 2 494 721 -

Credit risk
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26. Risk management (continued)

Credit risk arises from trade receivables and cash and other equivalents . The credit quality of customers is assessed
by taking into account their financial position, past experience and other factors. Individual risk limits are set internally
and are regularly monitored. It is the group’s policy that all customers be subjected to a credit verification procedure
before agreements are entered into. In addition, the trade debtors’ age analysis is reviewed weekly with the intention
of minimising the group’s exposure to bad debts.

When a customer is identified as having cash flow problems, the credit manager will take the following steps:

- Confirm the situation with the customer;
- Advise the director of the situation during the monthly meeting at which outstanding debtors balances are reviewed;
- Place the customer on hold to mitigate further risks; and
- Issue letters of demand and decide whether to proceed with further legal action.

The maximum exposure of financial assets to credit risk equates to the carrying amounts as presented on the
Statement of Financial Position.

Should the need arise it would be the group’s policy to take collateral. Collateral has been obtained in respect of a
receivable balance in the form of security over the issued shares of the client.  Trade receivables that are neither past
due nor impaired are considered to be of high credit quality accompanied by an insignificant default rate.

The group manages its credit risk regarding cash and cash equivalents by monitoring the cash and cash equivalents
on a monthly basis in performing reconciliations on the accounts. Further risk regarding cash and cash equivalents is
mitigated by only banking with well known and low risk  financial institutions. The group also monitors the use of cash
and cash equivalents to ensure that no significant overdraft facilities are utilised in the business.

Potential credit exposure:

`

Trade and other receivables 13 538 230 14 250 870
Cash and cash equivalents 4 269 126 3 614 713

Capital management

The group’s capital structure consists of debt which includes interest-bearing borrowings, cash and cash equivalents
and equity attributable to equity holders of the group which comprises issued share capital, share premium and
accumulated earnings. The group’s capital management objective is to achieve an effective weighted average cost of
capital while continuing to safeguard the group’s ability to meet its liquidity requirements, repay borrowings as they fall
due and continue as a going concern, whilst concurrently ensuring that at all times its credit worthiness is considered
to be at least investment grade. Management reviews the capital structure, analyses interest rate exposure and re-
evaluates treasury management strategies in the context of economic conditions and forecasts regularly. This could
lead to an adjustment to the dividend yield and/or an issue or repurchase of shares.

This policy is consistent with that of the comparative period. The group is not subject to any external capital
requirements.

Interest rate risk

Interest rates on finance lease liabilities are linked to the overdraft rate. The prime rate as at year end was 11.2%
(2016:10%). The interest rates on finance lease liabilities vary from 11.2% to 11.45% (2016: 10.2% to 11.5%).

The group also holds cash and cash equivalents, which earn interest at variable rates. Consequently, the group is
exposed to cash flow interest rate risk. Cash and cash equivalents comprise cash in hand and bank balances. Excess
funds are deposited with reputable financial institutions on a rate quotation basis. This ensures that the group earns
the most advantageous rates of interest available.

The group has used a sensitivity analysis technique that measures the estimated change to the Statement of
Comprehensive Income of an instantaneous increase or decrease in market interest rates on financial instruments
from the applicable rate as at 30 June 2017, for each class of financial instrument with all other variables remaining
constant. The calculations were done with reference to the outstanding financial liability and financial asset balances
for the year. This represents no change from the prior period in the method and assumptions used. This analysis is for
illustrative purposes only and represents management's best estimate.
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26. Risk management (continued)

At 30 June 2017, if interest rates on Rand-denominated borrowings had been 1% higher/lower with all other variables
held constant, post-tax profit for the year would have been R 8 121 (2016: R 6 060) lower/higher, mainly as a result of
higher/lower interest expense on floating rate borrowings.

Fair value interest rate risk

`

Financial instrument Current interest
rate

Due in less
than a year

Other financial liabilities %10.50 2 995 379

27. Financial assets by category

The accounting policies for financial instruments have been applied to the line items below:

2017

Loans and
receivables

held at
amortised cost

Total

Trade and other receivables 13 538 230 13 538 230
Cash and cash equivalents 4 269 126 4 269 126

17 807 356 17 807 356

2016

Loans and
receivables

held at
amortised cost

Total

Trade and other receivables 14 250 870 14 250 870
Cash and cash equivalents 3 614 713 3 614 713

17 865 583 17 865 583

28. Financial liabilities by category

The accounting policies for financial instruments have been applied to the line items below:

2017

Financial
liabilities at

amortised cost

Total

Finance lease obligations 5 312 413 5 312 413
Other financial liabilities 2 995 379 2 995 379
Trade and other payables 9 213 688 9 213 688
Bank overdraft 84 648 84 648

17 606 128 17 606 128

2016

Financial
liabilities at

amortised cost

Total

Finance lease obligation 5 085 728 5 085 728
Other financial liabilities 2 494 721 2 494 721
Trade and other payables 8 359 307 8 359 307
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28. Financial liabilities by category (continued)
Bank overdraft 71 241 71 241

16 010 997 16 010 997

29. Commitments for expenditure

Operating lease payments represent rentals payable by the group for certain of its office properties and equipment
leases. Property leases are negotiated annually and rentals are fixed for 12 months. No contingent rent is payable on
these operating leases.

            Year ended    Year ended
           30 June 2017     30 June 2016

                                 
Minimum operating lease payments under non cancelable leases due
- Within one year              1 985 384            2 361 285
- Within two to five years    693 049 1 887 659

No commitments for capital expenditure to acquire property, plant and equipment or other non-current assets have
been identified.

30. Subsequent events

The directors are unaware of any other significant events that have occurred between the end of the financial year and
the date of this report that may materially affect the group’s results for the period under review or its financial position
as at 30 June 2017.

31. Going concern

The consolidated annual financial statements have been prepared on the basis of accounting policies applicable to a
going concern. This basis presumes that funds will be available to finance future operations and that the realisation of
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of
business.

32. Major shareholders

Shareholders hlding more than 5% - at year end % Holding No. of
shareholders

No. of shares

Shareholder:
Maison D'Obsession Trust - CEO Beneficial Interest 85 1 35 700 000
Directors 2 3 930 958
Public and staff with no restrictions on dealings 13 246 5 369 042

100 250 42 000 000
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33. Contingencies

The group is currently involved in the following legal proceedings:

The group is currently involved in litigation with a previous client pertaining to outstanding receivables to the value of
R4.1 million, however these receivables are adequately secured through cession of listed shares held against the debt
owed to the group in excess of the R4.1 million outstanding receivable. The previous client has lodged a counter claim
against the group for a similar amount as the claim the group has against them. The matter has been referred for
arbitration and no further progress has been made due to the technical nature thereof.

The group is also involved in further litigation with a previous service provider in the amount of R1.6 million due mainly
to contractual disputes surrounding historic billings, and the validity thereof.

The estimated legal fees to continue pursuing these legal matters are approximately R500 000.

Other than that disclosed above, there are currently no legal or related proceedings against the group, of which the
Board  is aware, which may have or have had in the 12 months preceding the date of this report, a material effect on
the consolidated position of the group.

34. Investments in subsidiaries

Name of company Place of
Operation

% holding
2017

% holding
2016

SkyCall Networks (Pty) Ltd South Africa %100.00 %100.00

The total comprehensive income of the subsidiary during the financial year ended 30 June 2017 amounted to R 522
994 (2016: R 939 606 ). No restrictions on the ability to access or use the assets or liabilities of the subsidiary exist.

35. Reclassifications

The comparative period statement of financial position has been reclassified as detailed below. This reclassification
was made in order to enhance disclosure of this growing significant category of asset. This results in the separate
disclosure of the prepayments balance from trade receivables and will aid users in better understanding the
operations of the Group.

No changes to the Statement of Comprehensive Income or to the Total Cash Movement for the Period in the
Statement of Cash Flow as a result of the above reclassification occurred.

Consolidated Statement of Financial Position Original
disclosure as

at 30 June
2016

Updated
disclosure as

at 30 June
2017

Prepayments - 4 810 038

Trade and other receivables
21 212 292 16 402 254
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NOTICE OF THE ANNUAL GENERAL MEETING 
 

TELEMASTERS HOLDINGS LIMITED  
Incorporated in the Republic of South Africa 
Registration number 2006/015734/06 Share 

code: TLM ISIN: ZAE000093324 
(“TeleMasters” or “the Company”) 

 
Notice is hereby given  
That the annual general meeting of shareholders of the Company will be held in the boardroom of TeleMasters 
Holdings Ltd, 90 Regency Street, Route 21 Corporate Office Park, Irene, 0157, Pretoria, at 09:30  
on 23 February 2018. The record date on which shareholders must be recorded as such in the register 
maintained by the transfer secretaries of the company for purposes of determining which shareholders are 
entitled to attend and vote at the Annual General Meeting is Friday, 16 February 2018. The Meeting to 
consider, and if deemed fit, to pass, with or without modifications the following resolutions: 
 
1. Ordinary resolution number 1 – Annual financial statements  

“RESOLVED THAT the annual consolidated financial statements of the group for the year ended 30 June 
2017, together with the Directors’ and Auditors’ reports thereon, be and are hereby received, 
considered and adopted.” 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 
2. Ordinary resolution number 2 – Director retirement and re-election 

 
“RESOLVED THAT Mr M Erasmus, 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 a director of the Company.”  
A curriculum vitae for Mr M Erasmus is set out under Directors’ and Executive Managers’ Profiles. 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 
3. Ordinary resolution number 3 – Director retirement and re-election 
 

“RESOLVED THAT Mr S van der Merwe, 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 a director of the Company.” 

 
A curriculum vitae for Mr S van der Merwe is set out under Director’s and Executive Managers’ Profiles. 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 
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4. Ordinary resolution number 4 – Directors’ remuneration 
 

“RESOLVED THAT the remuneration paid to executive and non-executive directors for the financial year 
ending 30 June 2017 as disclosed in note 22 of the annual financial statements, be and is hereby 
approved.”  

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised 
on the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 

5. Ordinary resolution number 5 – Appointment of auditors and remuneration 

 

“RESOLVED THAT the re-appointment of Nexia SAB&T as the auditors with Mr Aneel Darmalingham as 
the designated auditor, be and is hereby approved and that the Audit Committee be and is hereby 
authorised to determine the remuneration of the auditors.” 

 

In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised 
on the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 

6. Ordinary resolution number 6 – Placing un-issued shares under the control of the directors 

 
“RESOLVED THAT the authorised, but un-issued 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 
their discretion deem fit, subject to the Companies Act, the Memorandum of Incorporation and the 
JSE Listings Requirements.” 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised 
on the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 
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7. Ordinary resolution number 7 – 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 un-issued shares in the capital of 
the Company as they in their discretion deem fit, subject to the following limitations: 

 

 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 public shareholders (as defined by the JSE Listings 
Requirements) and not to related parties;

 Upon any issue of shares which, together with prior issues during any financial year, will constitute 
5% or more of the number of shares of the class in issue, the Company shall by way of an 
announcement on Stock Exchange News Service (SENS), give full details thereof, including the 
effect on the net asset value of the Company and earnings per share;

 The number of ordinary shares that may be issued shall not, in the current financial year, in 
aggregate, exceed 21 000 000 (twenty one million) shares (including any shares which are 
compulsorily convertible into ordinary shares), being 50% of the Company’s issued ordinary shares 
at the date of this notice of annual general meeting; 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 order for this ordinary resolution to be adopted, the support of 75% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 
8. Ordinary resolution number 8 – Authority to execute requisite documentation 
 

“RESOLVED THAT any director of the Company or the Company Secretary be and hereby is authorised 
to do all such things and sign all such documents issued by the Company and required to give effect to 
the special resolutions and ordinary resolutions passed at the annual general meeting.” 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 
9. Ordinary resolution number 9 – Approval of dividends declared and paid 
 

“RESOLVED THAT the dividends as disclosed in note 24 of the annual financial statements, totaling 2 
cents per share declared and paid by the directors for the financial year ending 30 June 2017 be and are 
hereby approved.” 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 
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10. Ordinary resolution number 10 – Appointment of Mr M G Erasmus as member and Chair of the Audit 

& Risk Committee 
 

“RESOLVED THAT the appointment of M G Erasmus as a member and Chair of the Audit & Risk 
Committee of the Company for the forthcoming year ended 30 June 2018 and until the next 
AGM be and is hereby approved.” 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 
11. Ordinary resolution number 11 – Appointment of DS van der Merwe as member of the Audit & Risk 

Committee 
 

“RESOLVED THAT DS van der Merwe be and is hereby appointed as a member of the Audit & Risk 
Committee of the Company for the forthcoming year ended 30 June 2018 and until the next AGM be 
and is hereby approved.” 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 

 
12. Ordinary resolution number 12 - Approval of Company Secretary 
 

“RESOLVED THAT TAG Consulting (Pty) Ltd, represented by B Topham , the Acting Chief Financial Officer 
of the Company, be and is hereby appointed as Company Secretary.” A curriculum vitae for Mr BR 
Topham is set out under Directors and Executive Managers’ Profiles. 

 
In order for this ordinary resolution to be adopted, the support of 50% of the voting rights exercised on 
the resolution by shareholders present or represented by proxy at the annual general meeting and 
entitled to exercise voting rights on the resolution is required. 
 

13. Non-binding advisory resolution number 1  - Approval of Remuneration Policy 
 

“RESOLVED THAT the Remuneration Policy as determined and implemented by the Remuneration 
committee from time to time is hereby endorsed by way of a non-binding advisory vote.”  A summary of 
which is included in the integrated report under the Remuneration committee section included in the 
Corporate Governance report. 
 
Motivation for the advisory endorsement.  
 
In terms of King IV and the Listing Requirements, an advisory vote should be obtained from 
shareholders on the implementation report of the Company’s remuneration policy. The vote allows 
shareholders to express their views on the remuneration policy adopted, but will not be binding on the 
Company. 
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14. Non-binding advisory resolution number 2 – Approval of implementation report. 
 

“RESOLVED by way of a separate non-binding advisory vote that the implementation of the Company’s 
remuneration policy (excluding the remuneration of non-executive directors for their services as 
directors and members of Board Committees and the Audit & Risk Committee) as set out in the Annual 
Financial statements for the year ended 30 June 2017. 
 
Motivation for the advisory endorsement.  
 
In terms of King IV and the Listing Requirements, an advisory vote should be obtained from 
shareholders on the implementation report of the Company’s remuneration policy. The vote allows 
shareholders to express their views on the extent of implementation of the Company’s remuneration 
policy, but will not be binding on the Company. 
 

15. Special resolution number 1 – Directors’ remuneration 
 

“RESOLVED THAT the Directors’ remuneration for the year commencing 1 July 2017, which shall not 
exceed the amounts detailed below, excluding VAT, be and is hereby approved.”  

 Amount per annum

Mr M Erasmus 400 000

Mr DS van der Merwe 400 000

Mr J Voigt 400 000
 
 

Shareholders are required to approve the remuneration of non-executive directors. This special 
resolution requires a vote of 75% of Shareholders present and eligible to vote at the general meeting in 
terms of Section 66(9) of the Act. 

 
16. Special resolution number 2 – General authority to enter into funding agreements, provide loans or 

other financial assistance 
 

“RESOLVED that in terms of Section 44 and 45 of the Act, the Company be and is hereby granted 
approval to enter into direct or indirect funding agreements or guarantee a loan or other obligation, 
secure any debt or obligation or to provide loans or financial assistance between subsidiaries or 
between itself and its directors, prescribed officers, subsidiaries, or any related or inter-related persons 
from time to time, subject to the provisions of the JSE Limited’s Listings Requirements and as the 
directors in their discretion deem fit. Loans to the value not exceeding Twenty Million Rand is hereby 
approved between the Company and its’ subsidiary. 

 
Reason and effect of special resolution number 2 The purpose of this resolution is to enable the 
Company to enter into funding arrangements with its directors, prescribed officers, subsidiaries and 
their related and inter-related persons and to allow inter group loans between subsidiaries. This special 
resolution requires a vote of 75% of shareholders eligible to vote at the general meeting in terms of 
Section 66(9) of the Act. 
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NOTICE OF THE ANNUAL GENERAL MEETING 
 
 
Electronic Participation  
In terms of section 61(10) of the Companies Act, 71 of 2008, as amended, every shareholders’ meeting of a 
public company must be reasonably accessible within South Africa for electronic participation by 
shareholders. Shareholders wishing to participate electronically in the annual general meeting are required 
to deliver written notice to the Transfer Secretaries, Link Market Services South Africa (Pty) Limited, 13th  
Floor, 19 Ameshoff Street, Braamfontein 2017 by no later than 09h30 on 22 February 2018 that they wish to 
participate via electronic communication at the annual general meeting (the “Electronic Notice”). In order  
for the Electronic Notice to be valid it must contain: 
 

(a) if the shareholder is an individual, a certified copy of his identity document and/or passport;  
(b) if the shareholder is not an individual, a certified copy of a resolution by the relevant entity and a 
certified copy of the identity documents and/or passports of the persons who passed the relevant 
resolution. The relevant resolution must set out whom from the relevant entity is authorised to 
represent the relevant entity at the annual general meeting via electronic communication; 
(c) a valid e-mail address and/or facsimile number (the “contact address/number”) and  
(d) if the shareholder wishes to vote via electronic communication, set out that the shareholder wishes to 
vote via electronic communication. By no later than 24 hours before the commencement of the annual 
general meeting the Company shall use its reasonable endeavors to notify a shareholder at his contact 
address/number who has delivered a valid Electronic Notice of the relevant details through which the 
shareholder can participate via electronic communication. 

 
A form of proxy 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, Link Market Services South Africa Pty) Limited, 13th Floor, 19 Ameshoff Street 
Braamfontein 2017 by no later than 09h30 on 22 February 2018. 
 
By order of the Board 
 
TAG Consulting (Pty) Ltd  
Company Secretary 
100A Club Avenue  
Waterkloof Ridge, Pretoria 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



TeleMasters Holdings Limited – Integrated Report 2017 
 

FORM OF PROXY 
 
 
 

 
TELEMASTERS HOLDINGS LIMITED Incorporated in the Republic of South Africa, 

Registration number 2006/015734/06, Share code: TLM ISIN: ZAE000093324, 
(“TeleMasters” or “the Company”) 

 
For use by certificated and “own name” registered dematerialised shareholders of the Company 
(“shareholders”) at the annual general meeting of shareholders of the Company to be held in the boardroom 
of TeleMasters Holdings Ltd, 90 Regency Street, Route 21 Corporate Office Park, Irene, 0157, Pretoria, at 
09h30 on 23 February 2017 (“the annual general meeting”) and at any adjournment thereof. 
 
I/We (please print) 
 
of (address) 
 
being the holder of _________________________ ordinary shares in the Company, hereby appoint 
 
1.  

or failing him/her, 
 
2.  

or failing him/her, 
3. the chairman of the annual general meeting 
 
as my/our proxy to act for me/us and on my/our behalf at the annual general meeting which will be held for 
the purpose of considering, and if deemed fit, passing, with or without modification, the resolutions to be 
proposed thereat and at any adjournment thereof and to vote for and/or against the resolutions and/or 
abstain from voting in respect of the ordinary shares registered in my/our name/s, in accordance with the 
following instructions: 
 

Number of votes (one vote per share) 
 For Against Abstain 

Ordinary resolution number 1 –  
Adoption of annual financial statements 

   

 Ordinary resolution number 2 – 
Director retirement and re-election – M Erasmus 

   

Ordinary resolution number 3 –  
Director retirement and re-election – S van der Merwe 

   

Ordinary resolution number 4 –  
Directors’ remuneration 

   

Ordinary resolution number 5 –  
Appointment of auditors and remuneration 

   

Ordinary resolution number 6 –  
Placing un-issued shares under control of directors 

   

Ordinary resolution number 7 –  
General authority to allot and issue shares for cash 

   

Ordinary resolution number 8 –  
Authority to execute requisite documentation 

   

Ordinary resolution number 9 –  
Approval of dividends declared and paid 
 

   

Ordinary resolution number 10 –  
Appointment of M Erasmus as member & Chair of Audit & Risk Committee  

   



TeleMasters Holdings Limited – Integrated Report 2017 
 

Ordinary resolution number 11 – 
Appointment of DS van der Merwe as member of Audit & Risk Committee 
Ordinary resolution number 12 - 
Approval of Company Secretary 

   

Non-binding advisory resolution number 1 - 
Approval of Remuneration Policy 

   

Non-binding advisory resolution number 2 - 
Approval of Implementation report 

   

Special resolution number 1 –  
Directors’ remuneration 

   

Special resolution number 2 –  
General authority to enter into funding agreements, 
Provide loans or other financial assistance 

   

 
 
Signed at on 2018
 
Signature 
 
Assisted by me (where applicable) 
 
Name Capacity Signature 
 
(Please print in BLOCK LETTERS) 
 
Certificated shareholders and dematerialised shareholders with “own name” registration  
If you are unable to attend the annual general meeting of shareholders to be held at 09h30 on 23 February 
2018 in the boardroom of TeleMasters Holdings Ltd, 90 Regency Street, Route 21 Corporate Office Park, 
Irene, 0157, Pretoria, 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, Link Market Services South Africa Pty) Limited, 13th Floor, 19 Ameshoff Street, Braamfontein 
2017 by no later than 09h30 on 22 February 2018. 
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FORM OF PROXY 
 
 
 
Dematerialised shareholders other than those with “own name” registration 
 
If you hold dematerialised shares through a CSDP or broker other than with an “own name” registration, you 
must timeously advise your CSDP or broker of your intention to attend and vote at the annual general 
meeting 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. 

 

Notes  
1. Each member is entitled to appoint one or more proxies (who need not be members of the Company) 

to attend, speak and, on a poll, vote in place of that member at the annual general meeting. 
2. A member may insert the name of a proxy or the names of two alternative proxies of the member's 

choice in the space provided, with or without deleting "the chairman of the annual general meeting". 
The person whose name stands first on the form of proxy and who is present at the annual general 
meeting will be entitled to act as proxy to the exclusion of those whose names follow. 

3. A member's instructions to the proxy must be indicated by the insertion of the relevant number of 
votes exercisable by that member in the appropriate box/es provided. Failure to comply with the 
above will be deemed to authorise the chairperson of the annual general meeting, if he/her is the 
authorised proxy, to vote in favour of the resolutions at the annual general meeting, or any other 
proxy to vote or to abstain from voting at the annual general meeting as he/she deems fit, in respect 
of all the member's votes exercisable thereat. 

4. A member or his proxy is not obliged to vote in respect of all the ordinary shares held or represented 
by him but the total number of votes for or against the resolutions and in respect of which any 
abstention is recorded may not exceed the total number of votes to which the member holder or 
his/her proxy is entitled. 

5. Forms of proxy must be lodged with the transfer secretaries of the Company by no later than 09h30 on 
21 February 2018.  

6. The completion and lodging of this form of proxy will not preclude the relevant member from 
attending the annual general meeting and speaking and voting in person thereat to the exclusion of 
any proxy appointed in terms hereof, should such member wish to do so. 

7. Any alterations or corrections to this form of proxy must be initialled by the signatory/ies.  
8. Documentary evidence establishing the authority of a person signing this form of proxy in a 

representative capacity must be attached to this form of proxy unless previously recorded by the 
Company's transfer office or waived by the chairperson of the annual general meeting. 

9. The chairperson of the annual general meeting may reject or accept any proxy form which is 
completed and/or received other than in accordance with these instructions and notes, provided that 
he is satisfied as to the manner in which a member wishes to vote. 
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SUMMARY OF RIGHTS 
 
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 or expires earlier (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 shareholders company, 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: 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)); the appointment is revocable unless the proxy appointment expressly 
states otherwise (section 58(4)(b)); and 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 final cancellation of the proxy’s 
authority to act on behalf of the 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: 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)); the 
invitation or form of proxy instrument supplied by the company must:  
10.1.1 bear a reasonably prominent summary of the rights established in section 58 of the Companies Act 

(section 58(8)(b) (i));  
10.1.2 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  

10.1.3 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)); the company must not require that the proxy appointment be made 
irrevocable (section 58(8)(c)); and 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)). 

 
 


