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ABOUT THIS REPORT

INTEGRATING REPORTING APPROACH

The Board of Directors of Primeserv are pleased to present its Integrated Report
for the year ended 31 March 2013 to stakeholders, in accordance with the
principles and practices contained in the King Code of Governance Principles for
South Africa 2009 (King III).

The Integrated Report will provide a greater understanding of the Group’s
strategy, its business model and its major impacts across financial, economic,
social and environmental aspects as well as insight info how the Group is
managed.

The adoption of integrated reporting principles is a developmental and
evolutionary process and it may take some years to fully implement these
principles and achieve the desired level of reporting. This Report,
nevertheless, offers stakeholders a more holistic view of Primeserv’s operations
and provides insight on both financial and noninancial matters.

The Board has considered and applied the principles and practices of King Il
relating fo infegrated reporting as well as the discussion paper of the Integrated
Reporting Committee of South Africa in the preparation of this report fo the
exfent possible in the year under review. As the concepts and practices of
integrated reporting develop, management will aim to further improve
disclosures and application as deemed appropriate.

Other reporting principles and frameworks used in the compilation of this report
include:

IFRS Annual financial statements
JSE Listings Requirements Integrated Report
King 11l Integrated Report — Corporate Governance section
Employment Equity Act Infegrated Report — Sustainability section
Labour Relations Act Integrated Report — Sustainability section
Skills Development Act Integrated Report — Sustainability section

Basic Conditions of

Employment Act Integrated Report — Sustainability section

Our full Integrated Report is available online at www.primeserv.co.za.

ASSURANCE, COMPARABILITY

The Integrated Report has not been independently assured this year. Primeserv
has not yet formulated a combined assurance model over the Integrated Report
and the infegrated reporting process.

A combined assurance model is in the process of being formulated through the
assessment of all internal and external assurances already in place (internal
controls, internal audif, external audit) and dligning this with the Group’s risk
management process.
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Most of the performance measures included in this report have comparative
figures and, unless specifically otherwise stated, covers the financial year of the
Group.

FEEDBACK REQUEST

Primeserv welcomes feedback from ifs stakeholders on the Integrated Report
2013. Please contact Primeserv on int] 3report@primeserv.co.za with any
questions or queries on the Report.

FORWARD-LOOKING STATEMENTS

Cerfain statements contained in this report are forward-looking statements
which Primeserv believes are reasonable and take info account information
available up to the date of the Report. Results could, however, differ materially
from those sef out in the forward-looking statements as a result of, amongst
other things, changes in economic and market conditions as well as changes in
the regulatory environment. As a resulf these forward-looking statements are
not guarantees of future performance and are based on management’s
assumptions regarding Primeserv's present and future business models,
strategy and the environments in which the Group operates. All subsequent
oral or written forward-looking statements attributable to the Group or any
member thereof or any persons acting on their behalf are expressly
qualified in their entirety by the cautionary statements above and below.
Primeserv expressly disclaims any obligation or undertaking to disseminate any
updates or revisions to any forward-looking statements contained herein or fo
reflect any change in expectations with regard thereto or any change in
events, condifions or circumstances on which any such forward-ooking
statement is based. Forward-ooking statements have neither been reviewed
nor audited by the Group’s auditors, Baker Tilly SVG.

APPROVAL OF THE INTEGRATED REPORT

The Board of Directors acknowledges ifs responsibility to ensure the integrity of
the Integrated Report. The Board has accordingly applied its mind to the
Integrated Report and in the opinion of the Board the Integrated Report
addresses all material issues, and presents fairly the infegrated performance
of the organisation and its impacts. The Integrated Report has been
prepared in line with best practice pursvant to the recommendations of
the King III Code. The Board authorised the Integrated Report for release on
26 September 2013.

For and on behalf of the Board

Al

M ABEL
Chief Executive Officer

JMJUDIN
Independent Non-Executive Chairman



Primeserv Group Limited Integrated Report 2013

>> ORGANISATIONAL OVERVIEW

continued

PRIMESERV PROFILE

Primeserv Group Limited (Primeserv or the Group) is an investment holding company listed in the Industrial Goods and Services, Business Training and Employment
Agencies sector of the JSE.

The Group focuses on delivering human resources (HR) products, services and solutions through its operating pillar, Primeserv HR Services. This incorporates two main
areas of specialisation: Human Capital Development operating through two divisions, Primeserv HR Solutions and Primeserv Colleges*; and Human Capital Qutsourcing
operating through the Group’s largest division, Primeserv Qutsourcing.

These divisions provide a comprehensive HR value chain that can be applied through Primeserv’s IntHRgrate™ Model in ifs entirety or in modular form. These
divisions encompass an extensive range of HR consulting solutions and services, corporate and vocational training programmes, technical skills fraining cenfres, an
employee training academy, computer and business training colleges™, as well as resourcing and flexible staffing services, supported by payroll and wage bureau
services and HR logistics outsourcing operations.

Primeserv HR Services” integrated approach to human resources and human capital management is driven by its focus on people, their productivity and client
performance. Its HR products, services and solutions empower people and organisations fo attain improved levels of performance and profitability.

*Subsequent fo the reporting date, Primeserv disposed of its interests in the Colleges” business.

GEOGRAPHICAL FOOTPRINT
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GROUP STRUCTURE
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PRIMESERV'S INTHRGRATE™ MODEL

The Primeserv IntHRgrate™ Model differentiates Primeserv HR Services as a specialised operation
providing 360° integrated or modular suites of benchmarked HR products, services and solutions.

It enables Primeserv to unlock the entire HR process as a value driver in clients businesses.

HR ALIGNMENT
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OUTSOURCING
BACKGROUND AND CONTEXT

Primeserv is passionate about the contribution that human capital can and should make to the business strategy and capability of an organisation.

Worldwide, the HR function is playing an increasingly critical role as business partner, enabling companies to achieve their strategy through the most effective use of
their primary resource — their human capifal.

There is a clear evolution away from traditional, limited HR functions restricted to purely administration, payroll and legislative issues. In its increasingly important
function as a business partner, HR is now making a vital strategic contribution to leadership, decision-making, succession planning and skills development.

Primeserv's HR Services is an acknowledged fronfrunner in this evolution, partering with its clients in identifying and developing HR strategies and processes which
contribute to the achievement of their business strategies.

Primeserv’s IntHRgrate" Model has been created around this central pillar of understanding the strategic and operational HR value chain. It adopts a 360° approach,

providing o comprehensive suite of marketleading HR products, services and solutions which can be implemented on a modular or infegrated basis to unlock the entire
HR process as a value driver in clients” businesses.
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The modular nature of the Primeserv IntHRgrate™ Model allows clients to evaluate their HR /human capital needs and select:

one or more product or service modules from the full Primeserv range
an integrated HR process involving two or more modules
a fully outsourced HR service.

WHAT IS THE PRIMESERV INTHRGRATE™ MODEL?
HR ALIGNMENT WITH BUSINESS STRATEGY AND STRUCTURE
Business strategies are implemented to ufilise all assets cost-effectively with the aim of attaining stated business objecives.

Key questions are:

Where are we going and what do we want fo achieve?

HR contributes to this goal by assessing, training and developing available resources for current and future needs, performance monitoring, resourcing, outsourcing
and maintaining and supporfing the organisation’s human capifal.

What needs to be done with regards to human capital o achieve the business strategy?

The HR function should implement, measure and manage the entire HR value chain to ensure that an organisation has the human capital required to achieve its

strafegy.

HR PROCESSES

Results of human capital and the HR function can most effectively be measured tangibly when all HR processes are integrated.

° Competency Assessment
The constantly changing business environment demands that people’s skills and competencies be assessed confinuously so that the business is fully aware
of the output and value offering of its human capital at all fimes. Accurate assessment will ensure that the right people with the right competencies and skills
are recruited for the right posifions.
Such assessment will enable identification and development of people with potential to meet career aspirations, aligning their development with future
business needs through fargeted training programmes.

o Training and Development
Real business needs must dictate training and development. In addition, training and skills development inferventions should meet the needs of the
individuals concerned and, in the light of South Africa’s own circumstances, be aligned with national imperatives in ferms of continuous crifical skills
development.

° Performance Management
Performance measures from strategic fo operational levels are essential in tracking performance against business strategy to allow short-term remedial actions
to be taken and adjust medium to long-term HR initiafives.

° Resourcing
Profiled, assessed and competent permanent staffing is core to meeting an organisation’s operational needs.

° Outsourcing
The right skills in the right place at the right time in the right numbers are key to productivity and optimal operational performance. In the current business
environment, flexible staffing solutions provide organisations with cost-effective, sustained staffing solutions which enable them to match staffing needs to
operational requirements.

o HR Maintenance
Efficient HR administrative systems will ensure that organisations meet their confractual obligations to their staff's overall satisfaction and ulfimately their
performance. These include payroll, reward and remuneration, health and safety and industrial relations.

[ ]

HR Support
Employee emotional wellbeing has a direct impact on performance.

Such wellbeing is managed and nurtured through effective career and succession planning, stress/burmout management strategies, individual coaching and counselling
and related inferventions and HIV /AIDS inifigtives.
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BOARD OF DIRECTORS
NON-EXECUTIVE DIRECTORS

J Michael Judin *

Independent Non-Executive Chairman
Dip Law

Appointed: August 1997

Michael is a director of Johanneshurg-based law firm Goldman Judin Inc. He is legal
adviser to and director of The American Chamber of Commerce in South Africa. He is a
Non-Executive Director of Set Point Group (Pty) Limited and Nu-World Holdings Limited.

Prof Saul Klein ~*

Independent Non-Executive Director
BA (Econ), MBA, PhD

Appointed: March 1998

Saul is the Dean and Lansdowne Professor of International Business, Gustavsan School of
Business, University of Victoria (Canada). Saul held the South African Breweries Limited
Chair of International Business and was Professor of Marketing at the Wits Business
School. He has also held academic appointments at leading universities in Canada, the
USA, Singapore and Australia.

Letepe M Maisela * *
Non-Executive Director
BA Soc S¢

Appointed: December 2008

Letepe is the Managing Director of Village Management Consulting (Pty) Limited. He
has over 26 years experience in marketing and management consulting. He is the
founder and chairman of Tsabatsaba Holdings (Pty) Limited (formerly Kgorong
Investment Holdings (Pty) Limited). Letepe is currently Chairman of International
Finance Group (IFG), the Harvard Business School Club Committee — South Africa and
Underline Advertising Agency. He is also a director of The Limpopo Trade and
Investment Agency, Kayamandi Resources and The National Arfs Festival —
Grahamstown.

David L Rose -

Independent Non-Executive Director
BCom, BA, CA(SA), Finst.D
Appointed: February 2005

David is an independent consultant. He spent 41 years with Fisher Hoffman, a

major national firm of Chartered Accountants. He became a partner in the firm in 1970
and was Managing Partner of the Johanneshurg office as well as Chairman of the
National Practice from 1991 to 1998. He is a Non-Executive Director and Chairman

of the Audit Committee of Super Group Limited.

~#

(leopatra Shiceka
Independent Non-Executive Director
BA Law, LLB, HDip Tax

Appointed: August 2009

(leopatra is currently the General Manager, Office of the Chief Executive of Transnet
Freight Rail as well as General Counsel on the Executive Board of the Union of African
Railways UAR, o specialised agency of the AU, and a committee member advising the
Executive Board of the Infernational Association of Railways (UIC) in Paris. Cleopatra is
the non-executive Chairperson of Gabcon and a non-executive director of Reutech and has
vast experience in the regulatory environment as well as in specialised finance.

EXECUTIVE DIRECTORS

Merrick Abel *
Chief Executive Officer
BA (Hons), MBA
Appointed: August 1997

Director of numerous Primeserv subsidiaries. Since founding the Group in 1997
Merrick has served as CEQ and was Executive Chairman from 2000 to 2003. He has
over 26 years' local and infernational commercial experience, particularly in the
industrial and services industries.

Raphael Sack

Financial Director

BComm, BCompt (Hons), CA (SA)
Appointed: June 2009

Raphael has been with the Group for seven years and has been a director of various of
the subsidiary companies during that time. Prior to this he was the Financial Director of
various other companies including Spanjaard Limited, a company also listed on the JSE.

Desmond C Seaton
Executive Director
BCom, LLB, Dip Tax
Appointed: August 2003

Desmond is a founder member of Thoth Consulting CC, a tax and legal consultancy. He
specialises in corporate, legal and tax advice. He is also a Non-Executive Director of ISA
Group Limited and was appointed as executive director of Primeserv on 29 June 2012.

~ Member of the Audit, Governance and Risk Committee

* Member of the Remuneration and Nomination Committee
# Member of the Social and Fthics Committee

~ American
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STRATEGIC RESPONSE

STAKEHOLDER ENGAGEMENT

Stakeholder

Method of engagement

What matters to them

Outcomes of engagement

Shareholders

(ustomers

Employees

Communities

Government and
industry bodies

All shareholders are invited to attend the annual
general mesting of the Company at which they
are able to engage with the Board and executive
management on matters detailed in the
Integrated Annual Report as well as on other
matters that may be pertinent.

In addition, the CEO is in confact with various
invesfors and analysts at which non-price
sensifive information is communicated.
Information is also conveyed to shareholders via
the JSE's SENS as well as publications in various
industry journals and the press and also on the
Company’s websife.

There is confinual interaction with cusfomers by all
levels of management, the sales force and other
operational staff. Information is also conveyed in
the form of briefs that detail and describe the
Company’s view on matters relevant fo

customers and the industry as a whole.
Information is also made available via the
Company’s internet sites.

Communication with employees occurs through a
formal induction process together with letters and
memoranda from management, regular meetings
at operational and executive management level
(Excos).

Regular performance appraisals are carried out.

Primeserv’s employees are viewed as key
stakeholders as the Group recognises that
successful businesses are built on loyal, happy
and motivated employees. Anonymous climate
surveys are conducted fo assess employee
safisfaction and areas of concen.

Primeserv has engaged with a number of
community organisations in the areas in which the
contract workers reside. The Company also makes
contributions to various customer initiatives which
are also intended to uplift communities.

Primeserv provides financial support to community
skills development initiatives.

Primeserv supports charitable organisations
focusing on nurturing AIDS orphans.

The Group and its operations engage on a regular
basis with various government and industry bodies
through attendance and membership of
industry-specific associations and bodies at which
Primeserv employees are active participants.

Earnings potential, capital
appreciation and longterm
sustainability.

Uninterrupted and on-time supply
of services; product offerings;
meeting and exceeding their
expectations.

Ability to focus on their core
activities whilst outsourcing key
human capital requirements.

Fair remuneration and working
conditions.

Skills development.
Career path management.

Performance management and
constructive engagement and
intervention.

Regular inferaction and
contributions.

Long-ferm commitment that
makes a meaningful difference.

Compliance with legislation and
regulation, including the fimeous
payment of imposts.

Shareholders are appropriately
apprised of the Group’s activities.

Stable major shareholder base.

During the year, directors and
management increased their
shareholding in the Company.

Stable major customer hase.

Organic growth at existing and new
customers.

Proactive identification of needs
and timely resolution of queries.

Evolution of services to meet
the needs of the changing HR
environment.

Staff motivation.

Staff retention.

No industrial action and improved
relations with employees.

Skills development.
Experienced staff.

Stable management team.

Improvement in the ability of the
NGOs to meet community needs.

Staff involvement in promoting
the image of the Group in the
wider community.

Making a positive difference in
the lives of community members.

Full compliance.

Proactive engagement with changing
legislative environment.

Sustainable business model.
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RISKS, OPPORTUNITIES AND STRATEGY
RISK MANAGEMENT
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The Board recognises that risk management is an ongoing process and that the risk framework should be robust enough to effectively manage and react fo change

in an efficient and timeous manner.

Formalisation of a risk management framework is the responsibility of the Group’s Board of Directors. The framework aims to ensure:

o efficient allocation of capital across various activifies in order to seek to maximise retuns and diversification of income streams;

o risk taking within levels acceptable to the Group as a whole and within the constraints applicable to the relevant business units;

J efficient liquidity management and control of funding costs; and

o improved risk management and control, where possible.

The table below described how the Group’s identified challenges, including the sustainability-related maters, are being addressed:

Key challenges Control and/or mitigation strategy

Uncertainty regarding regulation in the TES industry.

Attracting and retaining senior HDIs.

Skills shortages.

IT systems — implementation process of new software and systems.

Developing a comprehensive sustainability and management framework and
setting uniform sustainability targets that suit Primeserv’s organisational
sfructure and culture, independence and entrepreneurial flair.

Developing an effective sustainability data collection system. Primeserv has
adopted a centralised administration and payroll platform that supports a
national operational footprint. This has assisted in improving data collection.

The ongoing much politicised and publicised debate between government,
business and organised labour, in regard to the banning or increased

regulation of the TES/labour broking industry, appears to have culminated
in government’s view that increased regulation, not banning, is imminent.

In anticipation of an environment of increased labour law legislation,
Primeserv decided to maintain, and in some instances, increase its
infrastructure in order to maintain marketleading client-centric services.

Primeserv is of the view that the impending labour legislation will favour
the larger and more reputable TES providers who have the necessary HR/IR
and [T infrastructure and are capable of meeting the demands of a strictly
requlated environment.

As part of its response to the regulatory issues facing its TES businesses,
the Group has aligned and evolved, where required, its products and services
to meet current and anticipated market requirements.

Customised learnerships and training programmes are used to develop senior
HDIs. Recruitment and retention strategies have been implemented fo
attract and retain personnel.

Most businesses in the Group continue to be affected by skills shortages and
investment is made in employee up-skilling.

A dedicated unit, Primeserv Employee Training Academy, has been
established to facilitate the process of skills development.

The implementation risk has been reduced by an experienced implementation
team who have developed key expertise specific to the TES/HR industry.

A systematic and phased implementation approach has been applied to
system roll-oufs.

The Board is kept apprised of the roll-out of all significant IT projects.

This is an ongoing process, especially in view of the King Ill requirement of
integrated reporting. To assist this process, the Group’s Transformation
Committee’s terms of reference has been changed and the Committee has
been renamed the Social and Ethics Committee with one of its key areas
of responsibility being sustainability.

Improvements will continue to be made to the data definitions and the data
collation process. Additional non-inancial data will be expanded and
ongoing improvements will be made.
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STRATEGY

Leveraging the Primeserv HR Services value chain to achieve a sound and
sustainable refurn on investment is driven by three core strategies:

o to establish a strong statement of financial position which fucilitates
organic and acquisitive growth opportunities;

° to invest in intellectual capital and o strong and experienced
management team; and

° to secure and maintain both daily and long-term contractual business
to deliver real long-term earnings growth.

Continued transformation of the organisation through employment equity and
skills development and increosed BBBEE equity ownership underpins the
Group’s BBBEE strategy.

The Group is committed to:

o frequent and meaningful interaction with clients to align product and
service offerings with client needs;

o further improving its knowledge of market dynamics and adapting its
products and services to effectively service these markets;

o delivering economically measurable value;

o investing in HR products, services and operating facilities in a sustained
and focused manner;

o expanding its client base and market reach;

° ensuring effective resource allocation, containment and maximising
efficiencies;
o promoting strong values and a performance-driven organisational

culture in a nurturing working environment;

° extending its presence in southern Africa to meet dlients” needs as they
expand into the region;

° maintaining its key compefitive advantage by expanding internal
capability and promoting innovation;

° enhancing the Group’s leadership position in HR consulfing, skills
development and flexible and permanent staffing services while
evolving its infegrated HR services model to meet a changing labour
environment;

o diversifying its product and service streams within the HR Services
environment and reducing dependency on any single operating pillar;

o enhancing effective BBBEE internally and externally; and
o becoming the integrated HR services provider of choice.
STRATEGIC REVIEW

South Africa’s history created a unique socio-political environment with an
imperative transformation need, at all levels of society and the economy, which

is reflective of the population mix of the country. Within this environment, skills
development and fraining have been identified os a national priority and it is
these objectives that offer Primeserv an opportunity to develop and deliver
meaningful and sustainable value-udd to a mulfitude of clients. The Group’s
suite of HR products and services, offered through its IntHRgrate™ model,
provides a comprehensive range of solutions suited to deliver required skills and
services to where they are most needed.

The Group confinues to ufilise technology wherever practicable to enhance the
delivery of ifs services. Technology aligned to field service excellence is seen as
a key enabler of premium client-centric service delivery. Technology is being
utilised to drive efficiencies. Various benchmarking processes are also used fo
ensure that the products offered are aligned with the needs of clients generally,
all in accordance with interational best practice. Primeserv strives to maintain
its reputation as a supplier of choice addressing the HR/IR needs of clients.

Given the significance of the current status of the labour environment, the
Group is represented in a number of indusiry bodies, both fo project its own
advice as well os to garmer an understanding of the lafest trends regarding
legislation and regulation. These representations allow the Group to rapidly
adjust its operational structures to conform fo the latest developments.

Parering with Primeserv allows organisations to effectively free up and flex
infernal resources so as to focus on their core activities. In a business climate
featuring high degrees of price and product parity across competitors, ongoing
margin pressure, skills shorfages, economic confraction, continual bouts of
labour unrest and resulting volatility of staff demands, Primeserv’s client
focused and customised HR products and services are key tools enabling
business success.

Primeserv aims to be an employer of choice within the South African business
environment. Primeserv’s values, principles and strategies are monitored and
guided by the Central Services unit and it provides an essential binding function
in establishing a rewarding work environment for employees at all levels within
the Group. Employees participate in the development of their own career paths
while confributing to the success of the Group. The Central Services unit
provides strafegic direction and tactical business planning fo all businesses
within the Group, whilst maintaining its primary focus on investments, financial
control and ongoing assessment of risk and resource allocation.

South Africa’s complex socio-political make-up and legacy have resulted in
complex human capital challenges for business, as authentic diversity within the
workplace with effective transformation and transformation reporting
mechanisms at all company levels to meet BBBEE targets, is required. Skills
development and the advancement of equity-based employment must therefore
take place within the wider confext of the nafional transformation agenda to
ensure sustainable business.

Primeserv's primary focus on the human capital indusiry has directed its
strategy to position all its operational divisions as market-driven and client-
centric. The Group has, in response to market needs, developed an infegrated
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HR value proposition able to cater to the unique South African human capital
environment.

Primeserv's IntHRgrate™ model is the central platform supporting Primeserv
HR Services, the Group’s primary operating component. The IntHRgrate™
proprietary service offering effectively differentiates Primeserv in the industry.
Ongoing internal re-ppraisal and evaluation processes ensure effectiveness in
the fluid and dynamic market sphere within which the Group operates, thereby
keeping the IntHRgrate” model relevant to changing market dynamics.
Primeserv's ability to customise products, services and solutions for varying
business and industry sectors, as a result of the IntHRgrate™ modular structure
enhances its value proposition.

Globally businesses are evolving away from limited, internally-focused human
capital solutions to comprehensive, outsourced human capital management.
Locally, impending changes to labour legislation with heightened levels of
complexity and administrative burdens will further increase the need for
specialist outsourced capabilities. Through Primeserv’s modular approach to HR,
local companies are exposed to global human capital management trends as
well as being guided on legislative changes, the implications thereof, and the
most effective ways of managing HR.

The Group’s operational and technical expertise and its practical understanding
of complex local operating and legislative structures have resulted in the
development of long-term relationships with clients who entrust the majority of
their human capital requirements to Primeserv — and who continue to gain
quantifiable benefits as a result therefrom.

Primeserv Group Limited Infegrated Report 2013
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PERFORMANCE REVIEW

CHAIRMAN'S REPORT

It gives me pleasure fo present Primeserv's third
Integrated Report. Primeserv, as a responsible corporate
itizen, endorses the strategic reporting methodology of
disclosure on economic, social and environmental
indicators. The infegration of friple bottom line reporfing
across the Group is an evolving process and the Board's
aim is to enhance it in  holistic manner to stakeholders.

The economic environment has displayed few signs of
emerging from what has become a prolonged global
recession. This, coupled with the political and regulatory
pressures facing the Temporary Employment Services
(TES) industry, resulted in challenging trading conditions
for the Group’s operations during the year under review.

While the ongoing debate regarding the future of the
Temporary Employment Services industry has by and
large been addressed at NEDLAC and government, there
femains some pressure on government from organised
labour o impose stricter conditions in the industry.

Primeserv maintains the view that the impending labour
legislation will favour the lorger and reputable TES
providers who have the necessary HR and information
systems infrastructures capable of meeting the demands
of a strictly regulated environment.

The Group’s major operating segment, Human Capital
Qutsourcing, delivered a solid se of resulfs, confirming the
sustainability of its business model even under trying
economic conditions. During the year the Group's TES
operations also experienced some changes in revenue
levels between clients with higher margins to those with
lower margins in differing industry segments. The
profitability generated by Human Capital Qutsourcing was
unfortunately offset by the losses incurred in the
discontinued Colleges division, which resulted in an overall
loss this year. The Colleges division was disposed of in
May 2013. The Group incurred some starkup costs with
the establishment of o specialised permanent resourcing
and talent management unit, as well as costs relating fo
the continued delivery of various leamership programmes,
which are anticipated to benefit the Group in the year
ahead. During the second half of the year, the Human
Capital Outsourcing segment’s revenue and gross profit
were adversely affected by prolonged industrial action at
a national client, which also resulted in the incurrence of
cerfain once-off costs specific to this action. As part of its
ongoing cost management and efficiency focus, the Group
has implemented a programme of reorganisation and
centralisation, particularly in its back-office environment,
s0 as to enhance its compefitive position. Extraneous

expenditure was incurred through this process. The Board anficipates a refum to overall profitability and
improved working capital management during the 2014 financial year as the refinement of the Group’s
business model with a renewed focus on its core operations materialises.

The Statistics SA Quarterly Labour Force Survey revealed that the number of unemployed increased to
4,7 million in the second quarter of 2013, the highest figure in the survey’s five-year history.

The World Economic Forum’s Global Competitiveness Report 2012 — 2013 ranked South Africa 52nd this
year, with the country remaining the highestranked country in sub-Saharan Africa and the third-placed
among the BRICS economies. It stated that for South Africa fo further enhance ifs competitiveness, the
country would need to address some weaknesses. South Africa ranked 113th in labour market efficiency
(a drop of 18 places from the prior year), with rigid hiring and firing practices (143rd), a lack of flexibility
in wage defermination by companies (140th), and significant tensions in labour-employer relations
(144th). In order to hetter develop the country’s innovation potential, the university enrolment rate would
have to increase. Combined efforts in these areas would be cifical in view of the country’s high
unemployment rate of almost 25 percent in the second quarter of 2012.

Primeserv's offering, which priorifises job creation and employment, underpinned by skills development
programmes and leamerships are all factors that play an important role in the future sustainability of South
Mrica.

Research has shown that on average over 30% of temporary employees evolve into permanent
employment. Primesery, through ifs placement of temporary staff, plays a pivotal transformative role as
temporary staff is often placed in their first jobs, skills are transferred, and thereby they are enabled to enter
the permanent job market, with the consequential advantages to the economy and the individuals
employed.

The success of transformation initiatives is critical to the economic, environmental and social sustainability
of the country. Primeserv’s commitment to fransformation is embedded in the culture of the business. The
Board has established a platform of responsible corporate citizenship and management has aligned its
sustainability reporting processes with emerging global reporting standards and in accordance with the
Global Reporting Initiative’s guidelines. The Group is committed to enhaning its sustainability management
protocols and to increase the visibility of its broader sustainability inifiatives.

In order o address the issues relating to the ownership element of the balanced scorecard, and as part of
Primeserv’s ongoing BBBEE inifiatives, the Board has adopted a phased approach to a new and enhanced
BBBEE ownership participation structure.

Primeserv has intensified ifs focus on the core business operations of the Group, following the disposal of
the Colleges businesses. Key areas fo be addressed in the year ahead include opfimised working capital
management, lower gearing levels and growth and diversification of revenue sfreams.

| wish to express my appreciation to my fellow directors for their dedication and commitment o the Group.
To our CEO, whose leadership, insight, experience and passion for Primeserv has steered us through
challenging fimes, and our team of executives, management and sfaff, thank you for your confribution
during the past year.

J MICHAEL JUDIN
Independent Non-Executive Chairman
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The year under review was one of confrasting
opportunities and challenges. Given the subdued and
eratic economic environment which confinued o
hamper the South African economy, the Group
experienced both positive and testing aspects fo its
business operations. The Group’s largest and primary
operating component, Primeserv Qutsourcing, delivered
o profitable set of results notwithstanding its
reorganisation around a centralised operating platform
and despite costly industrial action in its last operating
quarter. The Group was, however, severely affected by
the discontinuation of its Colleges business which
resulted in an overall loss being incurred for the year.
What was pleasing, nevertheless, was that given the
ongoing negativity around the labour broking (TES)
industry throughout the year under review, the Human
Capifal Outsourcing segment remained solidly stable
and profitable, and continued fo deliver service
excellence to its clients. It remains well positioned to
benefit from both improved economic and industry
conditions in the future.

Primeserv further solidified its market position as a
human capital provider and pariner to major South
African and infernational organisations.

The Group’s move fo a centralised back office platform
supporting a national footprint of delivery capability,
focused on customer-centric services, was posifively
received by clients. This reorganisation whilst costly was
undertaken to improve efficiencies and also to
proactively position the Group to better deliver its
services fo clients in regard to impending changes to
labour legislation.

INTHRGRATE™ MODEL

The IntHRgrate™ Model is a key Primeserv market
differentiator. Developed by Primeserv to enable and
provide a comprehensive suite of business to business
HR products, services and solutions. The IntHRgrate™
Model has been implemented in both modular and
complete format at various dlients and across many
industry sectors.

Seeking constant innovation in the human capital
landscape, Primeserv is differentiated by its integrated
processes of delivering on relevant human  capital
products, services and solutions, through continuously
refining the Group’s offering and supporting its delivery
in the marketplace with the development of strong
organisational systems and structures.
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Due to IntHRgrate’s™ modular structure, both the client and Primeserv are able to align appropriate
human resources and industrial relations strategies to deliver superior productivity and performance,
across all fiers of an organisation.

ECONOMIC CONTEXT

The South African and the global economies are battling to grow and create jobs following a damaging
recession whose effects continue to be felt. According to the South African Reserve Bank, South Africa’s
economy is expected to grow by 2% in 2013 compared to 2,5% in 2012.

In the first quarter of 2013, GDP rose by a mere 0,9% quarter-on-quarter, annualised (seasonally
adjusted), against expectations for growth of around 1,6% quarter-on-quarter. Overall, South Africa has
now experienced 15 consecufive quarters of posifive but weak growth, following the recession in
2008,/2009. It is concerning that the recovery has not been robust enough to lead to widespread job
creation. Employment remains 460 000 jobs below the peak achieved prior to the financial market
crisis (source: Stanlib) The economic slowdown and existing labour regulations have resulted to a large
degree in South Africa’s labour market’s inability to generate sufficient jobs, especially for the youth
and unskilled workers. The relationship between economic growth and employment creation seems to
be logging further.

QUTPUT AND EMPLOYMENT

Yearon-year employment increased by 2,0% (274 000), unemployment increased by 5,7%
(254 000), the number of discouraged work-seekers increased by 2,3% (54 000) and other (not
economically active) decreased by 1,0% (132 000) resulting in a net decrease of 0,05% (79 000)
in the not economically active population (source: Quarterly Labour Force Survey, Statistics SA).

South Africa’s labour productivity has been declining steadily since 1995 and is currently at a 50-year
low. Mining sector labour unrest has made a major dent in productivity and had an equally negative
effect on unemployment figures. Since the start of the mining sector labour unrest South Africa’s labour
low has come under fire for being too workerfriendly, allowing unions to push for uncompetitive
minimum wage requirements. This is adding fo the misalignment between wage increases and labour
productivity. Low levels of labour productivity remains among the most binding constraints on economic
growth and on South Africa’s infernational competifiveness.

Measures to increase levels of labour productivity would include the development of education as a
long-term solution. The goals of the National Development Plan would be enhanced through the support
of an engaged private sector, whose role should be seen in the context of a wider dialogue in which
labour, civil society and government participated.

Skills development is an important strategic indicator as productivity levels relate directly to the skills
levels of the country’s workforce. The nucleus of future economic growth in South Africa is a strong
transformational foundation, with particular focus on blue collar skills through a concerted drive from
both the public and private sectors.

Success in the key area of skills development and labour force education will provide an effective
platform from which to deal with some of the major areas of focus within the national economy, such
as workforce capability and productivity, crime and the costs to business of HIV /AIDS and tuberculosis.

While Primeserv is both a direct and indirect beneficiary of various national capital initiatives, it wil
nonetheless, like most other South African companies, have fo frade in an anticipated lethargic
economic environment over the medium term.

TEMPORARY EMPLOYMENT SERVICES

According fo the Labour Market Performance Report for the third quarter of 2012, released by the
University of Cape Town, the initial market recovery observed in 2012, is faltering. The unemployment
rate stands at 33,8%, which is at least 7 percentage points higher than the pre-recession rafe of
26,6%, as measured af the end of 2008.
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About one million jobs were lost in South Africa during the recession, of which
about 600 000 have been recovered since the country emerged from the
economic meltdown. Low levels of economic growth have weighed on job
creation. Improving employment creation requires a functional labour market.

During the latter part of 2012 employment fell sharply, declining at an
annualised rate of 0,8%, causing the economy to shed jobs. Aside from the
informal sector, the TES industry continued to create jobs, especially for skilled
workers, where demand continues to be strong.

The Centre for Development and Enterprise recently released research outlining
the importance of the role of the regulated TES industry within the economy.
In short, the research indicates that 61% of the companies polled, utilise TES
providers to manage peaks in demand, while 48% make use of such providers
for confingent labour needs. In this confext, 29% of domestic employment
is of a temporary nature, of which at least 26% are engaged through
TES providers.

Temporary Employment Services (or generally known as labour broking) is the
fastest growing sector of the South African labour market. Labour brokers
constitute a multi-billion Rand industry employing around 19 500 intemal staff
and just over 1 000 000 agency workers (temporary staff). In other countries,
where labour brokers are called private employment agencies, the industry
employs 741 000 internal staff and assign nearly 20 million agency workers
in an industry worth R2,3 trillion globally. Agency work now constitutes 7,5%
of total employment in South Africa, and it s likely to grow further. In countries
with similar levels of economic development, temporary work represents
between 12% and 19% of total employment.

The use of labour brokers is overwhelmingly connected to peaks in demand and
fillingin for absent employees. Temporary workers or assignees are not
substitutes for permanent workers: they play different roles, connected to one
or other cycle in the production process, that leads fo variable demand
for labour.

The TES industry has long advocated the need for specific regulation to govern
this sector. As a founder member of CAPES and o member of BUSA, Primeserv
is committed fo regulation that is fair, effectively enforced and that especially
recognises the dynamic nature of the current labour market. In this regard,
Primeserv regularly engages not only at the NEDLAC level of negofiations,
but also with a broad range of stakeholders, in order to identify opportunities
to create such a regulatory framework.

Business, in order o remain competitive, is increasingly choosing to outsource
non-core functions, as well as engage specific skills for specific projects. The
nature of these employment relationships varies, but most still can be defined
as afypical.

To effectively manage the sourcing, recruiting and administering of flexible
labour, business is increasingly looking to and will in the future continue to look
to the larger, more reputable TES specialists, such as Primeserv, fo meet their
staffing needs.

BROAD-BASED BLACK ECONOMIC EMPOWERMENT

The Group continued to focus on a number of the more broad-based aspects of
the BBBEE generic scorecard, where its ownership credentials af the subsidiary
level are satisfactory. Initiatives pertaining to skills development, preferential
procurement, enferprise development and socio-economic development were
explored and implemented. The successful development of an authentically
empowered and diverse Group staff complement is a key focus point of
Primeserv's transformation strategy.

The Group’s BBBEE measurement in relation to the measured entities in the
Group has improved in the current year with scores ranging between 1 and 4.
The scorecards for individual Group entities are posted on the Group website,
www.primeserv.co.za for review and direct access by clients and suppliers.

CORPORATE CITIZENSHIP

The Board is committed fo the principles of openness, infegrity and
accountability and to the provision of timeous, relevant and meaningful
reporting o all stakeholders. They accept their duty to ensure that the principles
set out in the King Report of Corporate Governance for South Africa — 2009
(King ll) are implemented.

Salient features of the Group’s corporate governance policies and procedures as
well as on sustainability are recorded on pages 21 fo 26 and pages 29 fo 33
of the Integrated Report 2013.

DIVIDENDS
No final dividend is proposed for the year under review.

The Board will continue to consider the resumption of dividend payments at the
close of each reporting period, but it is anticipated that in the short term,
dividend payments will not be resumed due to the expected increased working
capital requirements of Group operations attributable to improving revenues
anficipated out of the evolving TES environment.

PROSPECTS

Primeserv’s strategy is that of an investment holding company in the services
industry. The Group’s overriding strategic imperative is o achieve sustainable
growth through its existing staffing, skills development and HR consulfing
operations, as well as through the diversification of its revenue streams through
a series of corporate activities.

Substantial cost reduction programmes have been undertaken which will have
a meaningful impact on the Group’s performance in the next 24 months.

The centralisation process undertaken during the year under review and
consequent rationalisation of costs that create a more streamlined, efficient and
operationally effective organisation will provide a long-term  sustainable
platform for the future.

The improved focus on the Group’s core business operations, following the
disposal of the Colleges business, should enable the Group fo continue fo
optimise working capital management, reduce gearing and grow its revenue.
Opportunifies to scale up the business are currently being evaluated.

This general forecast has not been audited nor reported on by the Company’s
auditors.
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FINANCIAL DIRECTORS REPORT

to R84,3 million.

Revenue from continuing operations increased by 8% from R579,3 million to R623.0 million. Gross profit from confinuing operations decreased from R91,1 million

2013 2012 Variance Variance
R'000 R'000 R'000 %
REVENUE — Including Discontinued Operations
Human Capital Outsourcing 592 841 552 309 40532 7
Human Capifal Development 62 052 60 836 1216 2
Total 654 893 613 145 41748 7
REVENUE — Continuing Operations
Human Capital Outsourcing 592 841 552 309 40 532 7
Human Capital Development 30 167 27 035 3132 12
Total 623 008 579 344 43 664 8
GROSS PROFIT — Continuing Operations
Human Capital Outsourcing 68 686 69 894 (1208) 2
Human Capifal Development 15576 21181 (5605) (26)
Total 84 262 91075 (6813) ®

completed with only a few of the smaller areas remaining to be finalised.

As is evident from the tables above, the Group has managed to grow ifs revenue from continuing operations albeit at reduced margins. The growth is in terms of o
long-term strategy to develop market share whilst leveraging the fixed operational costs in order to achieve net profit growth. There has also been a swing from higher
margin dients to some with lower margins across different industry segments. The Group has incurred costs relating to the centralisation of the back-office
administrative and payroll operations (particularly within the Human Capital Outsourcing segment). The greater part of the centralisation process has now been
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DEPRECIATION AND CAPITAL ADDITIONS

During the year a tofal of R1,1 million was spent on capital additions across the
Group, mainly for computer equipment and training and course material.
Depreciation for the year was R1,6 million compared to R1,4 million for the last
financial year. No major additions are infended in the forthcoming year.

OPERATING PROFIT

Operating profit for the year from continuing operations was R4,4 million
compared to R8,7 million for the prior year.

The operating profit of the Group’s largest segment, Human Capital
Qutsourcing, was R20,2 million for the year under review while that of the
Human Capital Development segment was a loss of R7,9 million compared to
a loss of R1,2 million for the last financial year. Central Services has continued
to contain costs and its net operating costs were R13,6 million compared to
R13,5 million in the comparable period.

ASSOCIATE COMPANY

The Group’s share of profit of the associate company, Bathusi Staffing Services
Proprietary Limited, was R0,03 million for the year, o turnaround from the loss
of R1,4 million in the lust financial year. A further improvement in Bathusi's
profitability is anticipated for the year chead.

PROFIT BEFORE TAXATION

Profit before taxation from continuing operations was R2,9 million, down from
the R6,9 million earned in the prior year. The costs associated with learnership
programmes have been taken against operating profits albeit that the benefits
are measured against the Group’s tax line, as can be seen from the fax
“income” for the year (see paragraph below).

TAXATION

The Group invested significant resources in various learnership programmes over
the last number of years. The cost associated with these programmes has
increased operating costs, but has had the benefit of tax allowances which have
had the effect of negating the Group’s tax costs in the current year with further
benefits anticipated for the next financial year as leamers complete their
learnerships and completion allowances become available.

DISCONTINUED OPERATIONS

Subsequent to the year-end, the Group disposed of the non-core loss-making
Colleges division and in so doing has avoided concomitant closure costs and
other ongoing commitments to learners registered with the business. The
effects of the discontinued operation are separately disclosed in the financial
sfatements in note 6 on page 51. The net after tax effect for the year was a
charge of R9,0 million compared o R1,0 million for the past year. As a further
consequence of the disposal some comparative amounts have been adjusted fo
reflect the separation of the results of the discontinued operation from those of
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the continuing operations. This has affected, inter alia, revenue, cost of sales
and gross profit as well as the related notes.

EARNINGS PER SHARE

The earnings per share and diluted earnings per share from confinuing
operations decreased from 8,90 cents to 5,35 cents. Overall earnings per share
decreased from a profit of 7,88 cents per share to a loss of 4,26 cents per
share. Similarly, headline eamings per share and diluted headline earnings per
share from confinuing operations decreased from 8,90 cents per share fo 5,28
cents per share while that for the overall Group decreased from a profit of 7,88
cents per share 1o a loss of 3,05 cents per share.

DIVIDENDS

As part of a programme to reduce the overall level of borrowings and gearing,
the Group did not pay a dividend during the year. Net cash will be preserved to
fund any growth opportunities that present themselves.

SEGMENTAL ANALYSIS

The segmental analysis describes the relative performance of the main
operating sectors of the business, including that of Central Services. Revenue in
the Human Capital Outsourcing segment grew from R552,3 million to R592,8
million, while that of the Human Capital Development segment increased from
R60,8 million to R62,1 million. Operating profits in the Human Capital
Outsourcing segment were marginally down when compared with the prior
year. During the year under review the Group incurred costs relafing to the
reorganisafion and centralisation of the back-office functions away from the
regions, which mainly affected the Group’s largest segment, Human Capifal
Outsourcing. The Human Capital Development segment’s results include a loss
before tax of R7,3 million directly attributable to the disconfinued Colleges
operation as well as R1,1 million in start-up costs, relating fo a new permanent
recruitment and talent management business.

STATEMENT OF FINANCIAL POSITION

The Group’s statement of financial position remains relatively unchanged when
compared fo the last financial year. While the investment in trade receivables
have increased from R86,6 million to R92,2 million, the average days sales
outstanding have remained at 45 days. Trade payables have also increased,
growing by R3,9 million from R30,4 million to R34,3 million. The overall level
of borrowings at yearend increased by R1,2 million from R40,6 million to
R41,8 million. The overall gearing at 55% is higher than optimal, but a retum
to profitability with  continuing focus on effective working capital management
should give rise o a decrease in the level of gearing. The growth in the revenue
of the associate company, Bathusi, from R32,3 million in 2012 to R49,8
million for the year under review has led fo an increase in its investment in
working capital and hence a concomitant increase in the Group’s loan to the
business.
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(ASH FLOW

Cash flows relating to operating activifies was a negative R1,9 million of which
the largest component, excluding the flows attributable to the discontinued
operation, was the increase in working capital of RO,7 million. Cash flow
attributable fo investing activities was an outflow of R2,4 million, relating to the
acquisition of equipment and training materials as well as the increase in the
loan to Bathusi.

CONCLUSION

The results from continuing operations are indicative of a sustainable
performance, especially given the top line growth achieved in the Human Capital
Qutsourcing segment despite challenging market conditions. Improved cash flow
in the year ahead is anticipated in line with an improvement in operating
performance and results.

74

RAPHAEL SACK
Financial Director
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REVIEW OF OPERATIONS
HUMAN CAPITAL DEVELOPMENT

The segment’s revenue increased by 2% from R60,8 million to R62,1 million,
including R31,9 million attributable to the discontinued Colleges business.
The segment recorded an increase in its overall operating loss from R1,2 million
to R7,9 million with the discontinued Colleges business incurring R7,3 million
of the loss before tax. Confinuing operations within the segment recorded an
operating loss before tax of R1,6 million which includes relatively substantial
startup costs of around R1,1 million for a specialised permanent recruitment
and talent management unit, as well as costs relating to the delivery of the
various learnership programmes which are anticipated to benefit the Group in
the year ahead. An improved performance is expected from this segment’s
continuing operations.

PRIMESERV HR SOLUTIONS

The Primeserv HR Solutions division incorporates the Human Capifal Consulting
(HR Consulting) and Skills Development (Corporate Training and Technical
Training) focus areas which provide the framework for the Group to deliver
against the Primeserv's IntHRgrate™ Model. To this has been added a
spesialised recruitment and talent management unit, which is in its
development phase.

HUMAN CAPITAL CONSULTING

The current range of HR consulting services, aligned to Primeserv’s IntHRgrate™
Model, includes:

o Business Strategy and Structure workshops

o HR Strategy and Structure workshops fo include Learning and
Development, Talent Management, and the like

o Business, Functional /Divisional, and Job/Role Profiles

° Competency and Psychometric Assessment

° Skills Audits and /or Training Needs Analysis

o Designing and Development of Customised Learning Interventions
° Performance Management Processes, Job Evaluation and Grading
o Remuneration and Reward Systems and Processes

o Process Flow — Policies and Procedures

° Surveys — Working Climate, Ethics, BBBEE

° IR Consulting Support

° Absentesism Support and Training Programmes

o Occupational Safety, Health, Environment and Quality Consulting
° Employee Assistance, Consulfing and Support Programmes

° HIV/AIDS Support Programmes

o BEE Advisory Support

During the year under review Human Capital Consulting services increased its
involvement with client organisations through an expanded offering in support
of the clients” business strategies.
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SKILLS DEVELOPMENT

The Skills Development unit's product and service offering was refined to
include:

o structured qualification based learning and development interventions,
including an expanded range of learnerships;

o flexible modular confact sessions to enable private /individual learners
(not sponsored by any employer) to obtain full qualifications;

° further expansion info the Wholesale and Retail Operations arena;

o infroduction of an NQF Level 1 foundational qualification — Business
Practice; and

o the systematic integration of the two training units — Corporate
Training and Technical Training — info one Learning and Development
unit.

Accredited course offerings are aligned to qualifications ranging from NQF Level
1 to NQF Level 5.

The core categories of learning and development inferventions comprised
accredited or non-ccredited courses and workshops, with key offerings in the
areas of:

o Business Practice

o Contact Centre and Marketing
° Wholesale and Retail Operations
U Business Administration

° Generic Management

o OD-ETDP

o Project Management

. Lifting Machinery Operations

o Heavy Plant and Equipment

° Driver Training

o Health and Safety Training

° Construction Training

o Specialised Customised Training
The unit is accredited with:

° SSETA, ETDPSETA, TETA, CETA, HWSETA, and has numerous MOU’s in
place.

o DHET accreditation obtained: Primeserv Corporate Solutions (Pty) Ltd
(Provisionally ~ registered ~ with  DHET  Registration ~ No:
2011/FE07 /064).

o Department of Labour (DOL) and Department of Transport (DOT).

The unit's options for training include:

° extensive public course schedule, offered on a national basis,
structured for small to medium-size clients, or those unable to release
large numbers of learers at one time;
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° customised inhouse inferventions;

° purchase the programmes/train the trainer and/or license
agreements, structured for clients that have built their own infernal
training and assessment capability;

o qualifications: structured modular learing interventions to obtain a full
qualification, suited for private/individual learers; and

o learnerships: structured for clients who are able fo offer a workplace
site for practical fraining for employed or unemployed learners.

Corporate Training unit

During the year under review, the Corporate Training unit trained 3 086
(2012: 3 180) leamers.

The product spread offered by the Corporate Training unit included Business
Practice, Confact Centre and Marketing, Business administration, OD-ETDP and
Project Management. The unit expanded its offering into the wholesale and
retail sector during the year under review.

The Qualification /Learnership focused strategy has yielded results with a total
number of learners participating in Qualification/Learnerships of 902 (29% of
the total number of learners). This included 517 unemployed and employed
leamers which were sponsored by employers (17% of the total number of
learners) and 385 learners from the Human Capital Outsourcing segment which
consisted of full-ime employees and outsourced contract staff (12% of the total
number of leamers). This project was managed by the Primeserv Employee
Training Academy.

Technical Training unit

During the year under review, the Technical Training unit frained 7 734
(2012: 10 973) leamers.

The Technical Training unit's product spread includes Heavy Plant and
Equipment, Lifting Machinery Operations, Driver Training, Health and Safety,
Construction Training and Specialised Training.

The expanded national footprint strategy of the Skills Development unit has
yielded positive results with a broader, national geographical spread of leamer
parficipation.

COLLEGES — DISCONTINUED OPERATIONS

Primeserv Colleges’ operating components are the Stanford Business and
Computer College and Working World College brands. These colleges provide a
technology-driven learning environment with face fo face fraining and learning
interaction and support. The Colleges” primary learner population is made up of
historically disadvantaged learners and learners from economically
disadvantaged circumstances seeking the skills necessary to enter the formal
job market.

The Colleges business was evaluated fo be non-core to the products and
services rendered by the Primeserv Group and therefore has not been
considered s a component of the Group’s long-ferm growth strategy.
Legislative pressures have over a period of time been imposed on the FET
environment and have impacted businesses operating in this arena. Given its
poor operating performance in recent years and fo mitigate losses in this unit,
Primeserv disposed of ifs inferests in the Colleges businesses in May 2013.
An exclusive commercial product partnership was entered info with the

purchaser of the business with its purpose being the creation of a shared learner
environment. The partnership offers Primeserv the opportunity to maintain this
parficular skills development service offering to its clients, where the need
arises, without an ownership requirement of the entity.

HUMAN CAPITAL OUTSOURCING

Revenue for the segment increased by 7% from R552,3 million to R592,8
million. When revenue from Bathusi is taken into account, the overall revenue
for the year increased by 10% from R584,0 million to R642,6 million.
Operating profit for the division was consistent af R20,2 million compared to
R20,4 million in the prior year. The debtors’ days outstanding of 42 days at
year-end are in line with the prior year’s debtors’ days outstanding of 40 days.
The debtors” days outstanding has been affected by delays in receipts from o
few large clients who settled soon after year-end. Revenue and gross profit in
the second half of the year were adversely affected by prolonged industrial
action af a national client. This also resulted in the incurrence of cerfain
once-off costs specific fo this action. The performance of the “white collar”
professional draughting and engineering staffing unit was stable but is still
dependent in the main on major infrastructure projects, as is the division’s
mega-project wage bureau unit. Performance within the “blue collar” flexible
staffing units which are largely involved in the logistics, warehousing and
distribution, and industrial manufacturing and construction and engingering
sectors, has remained solid, with some signs of growth emerging. Bathusi
showed a steady improvement across the year, but experienced a surge in
revenue in the last two months of the year with a corresponding increase in
working capital requirements and thereby an increase in the Group’s investment
in the business. Operating costs are expected fo moderate over the forthcoming
year with most of the reorganisation and centralisation costs having been
incurred in the financial year under review. The largest part of the centralisation
process has already been completed with only a few other small areas to be
finalised over the next few months.

A specialised financial and IT staffing, permanent and temporary resourcing
business was established towards the end of the prior financial year. The unit,
through leveraging off the Group’s existing client base as well as developing
new clients, is anficipated to add value in the year ahead.

Primeserv remains committed to its national leamership programme, with
specific emphasis on external learnerships. A conservative approach has been
adopted in the Group’s recognition of tax allowances for leamerships, with
allowances only being recognised over the course of and on complefion of the
learnerships. Benefits realised by virtue of these allowances will therefore only
be recognised in later tax years.

The Outsourcing division's offering of extensive specialised experfise across the
full spectrum of business enterprise and industry, and across a mulfitude of job
categories and bands, resulfs in thousands of contract staff being operational
on a dayto-day basis. Access to a proprietary database of fully screened
unskilled, semi-skilled and skilled, blue collar, white collar and professional
personnel enhances the services offered. Experienced industry sector specific
staff supports the service delivery through the utilisation of customised
information technology and management information systems.

Primeserv Qutsourcing is optimally posifioned in its operating environment fo
leverage its strong market position as a customer-centric service provider of
human capital solutions. The key to proactively meeting and embracing the
impending new labour legislation, in a manner that will benefit both its clients
and the contract workers employed, is a tried and tested national infrastructure
with a full service integrated human capital capability and capacity, with strong
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The Board and its individual directors are committed to the values of
transparency, integrity, responsibility and accountability in maintaining the
highest standards of corporate governance, including ensuring that the Group is,
and is seen to be, a responsible corporate citizen. They accept their duty to
ensure that the principles set out in the King Report of Corporate Governance
for South Africa — 2009 (King I1l) are implemented. This report has been
prepared in line with these principles on an ‘apply” or “explain” basis.

The Board reports specifically on the following:
ETHICAL LEADERSHIP AND CORPORATE CITIZENSHIP
Code of ethics and corporate conduct

The Group’s Code of Ethics and Corporate Conduct has been designed to ensure
good business practice. It is complemented by the Primeserv Pledge, which
encourages all Primeserv employees o:

o demonstrate integrity in everything they do;

o work together fo achieve common goals;

o celebrate innovation and cherish performance;

o perform with professionalism, skill and care; and
o exceed customers” expectations every day.

The Code of Ethics and Corporate Conduct defines the spirit in which the Group
conducts business, describes the Group’s responsibilities to ifs stakeholders and
outlines both acceptable and unacceptable practice. The directors are confident
that the ethical standards of the Group are being adhered to.

All decisions and actions of the Board and executive management are based on
four basic ethical values that underpin good corporate governance:

Responsibility — the Board assumes responsibility for the assets and actions of
the Company and corrective actions are taken, if required, to keep the
Company on ifs strategic path;

Accountability — the Board ensures that it is able fo justify its decisions and
actions to shareholders and other stakeholders who require it to do so;

Fairness — fair consideration is given to the interests of all stakeholders of the
Company by the Board; and

Transparency — information is disclosed by the Board in such a manner that it
enables shareholders to make an informed analysis of the Company’s performance.

The Board embraces the ethics of governance.
BOARDS AND DIRECTORS
The Board of Directors

The Board comprises four independent non-execufive directors, one non-
executive and three executive directors and s chaired by JM Judin. The Group
has considered the role carried out by the Chairman, and has knowledge of and
recognises his involvement in various bodies that together provide the Board
with a level of assurance regarding his confinuing suitability for the role, as well
us taking into consideration the contributions made during the course of Board
meetings together with the advice and support provided between meefings.
The Board does not consider the Chairman to be in any way compromised by
other directorships and chairmanships held. A succession plan has been
considered and is in the process of being implemented.
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The Board meets regularly and retains full and effective control over the Group.
The roles of Chairman and Chief Executive Officer are separated in line with the
recommendations of the King Ill Report and JSE regulations and the Chairman
is an independent non-executive director.

The Board directs and controls the management of the Group, is responsible for
strategy and fiscal policy and is involved in all material decisions affecting the
Group. Full details of the Board of Directors are set out on page 7.

The Board ensures that there is an appropriate balance of power and authority
among its members so that no one individual or group of individuals can
dominate the Board’s decision-making process.

The Board consists of a mix of executive, non-executive and independent
non-executive directors. Non-execufive directors provide independent judgement
on issues of strategy, budgets, performance, resources, transformation,
diversity, employment equity and standards of conduct. They are also
responsible for ensuring that the Chairman encourages proper and appropriate
deliberation of matters requiring the Board’s attention. The independence of
independent non-executive directors is assessed annually by the Board. The
assessment of independence is based on submissions by the individual director
who is expected to demonstrate intellectual integrity in this self-assessment.
The Board also considers empirical information including the extent, if any, of
the director’s interest in the business in terms of direct or indirect shareholding
and/or an interest in a contract with the Company. Where practicable to do so,
the Board will assess the materiality of the director’s interest, but considers that
amounts constituting less than 5% are not material.

The Board defines levels of materiality, reserving specific powers to itself and
delegating other matters with the necessary authority fo management.
A process of confrol enables the Board to assess and mitigate risks, where
possible, and directs the attainment of the Group’s objectives. This environment
sets the tone for the Group, embracing ethics and values, organisational
philosophy and employee competence. The Board is particular regarding actual
or perceived conflicts of interest with disclosure required at each and every
Board meeting. As a company listed on the JSE, the Company has implemented
a policy that governs dealing in the Company’s shares by directors and senior
officers.

Together with management, the Board seeks fo identify the Group’s key risk
areas and key performance indicators and updates and reviews them regularly.
Full and timely information is supplied to the Board and committee members
and they have unrestricted access to all Company information, records,
documents and property. All directors have access to the advice and services of
the Company Secretary and where they deem it necessary, directors may obtain
independent professional advice at the Group’s expense. This enhances the
Board's decision-making capability and the accuracy of its reporfing.

The Board actively participates in the process of strategy development and is
not a mere recipient of a strategy proposed by management. The directors
appreciate that strategy, risk, performance and sustainability are inseparable.
The Board considers not only the financial performance of the Group, but also
the possible impact of its various operations on society and the environment
whilst always ensuring compliance with the Consfitution and laws of the
country. Furthermore, the Board ensures that measurable and effective
corporate cifizenship programmes are developed and that these programmes
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are implemented by management. The Board recognises that, ultimately, a
sustainable company is dependent on a cohesive strategy that embraces not
only financial performance, but also includes strategies that embody risk and
the environment.

The Board operates according to a Board Charter, which is available on request.

The Board delegates certain functions fo well-structured committees without
abdicating its own responsibility. Board committee charters define the
purposes, authority and responsibility of the various Board committees and
have been developed for the:

° Board of Directors;

o Audit, Governance and Risk Committee;

° Remuneration and Nomination Committee; and
o Social and Ethics Committee.

Company secretary

The Board has access to a professional company secrefarial service whose
representative is not a director of the Board. Certain of the responsibilities of
the Company Secrefary are attended to by the Financial Director and /or the
Group Legal and Risk Director. The Company Secretary is expected fo provide
guidance on matters relating to the Companies Act, 2008 as well as other
pertinent laws and regulations. The Board of Directors has considered and is
satisfied that the Company Secretary has the required competence,
qualifications and experience.

The Audit Governance and Risk Commitiee

The Report of the Audit, Governance and Risk Committee is set out on pages
35 and 36.

The Remuneration and Nomination Commitiee

The Remuneration and Nomination Committee ensures that the Group’s
remunerafion structures adequately attract and retain talented and relevant
industry experienced individuals who can make a contribution fo the Group’s
sustainability. It recommends compensation strategies, policies and
remuneration packages which support the Group’s strategic and factical
objectives and remunerates and rewards employees for their contribution o the
operating, strategic and financial performance of the organisation.

The Remuneration Committee operates in terms of a charter approved by the
Board. The Board will, in some instances, refer matters to shareholders for
approval; for example, new and amended share-based incentive schemes and
non-executive directors’ fees. The Board deliberated on and accepted the
recommendations made by the Committee during the year.

Membership

The Remuneration and Nomination Committee comprises JM Judin (Chairman)
and LM Maisela. Both members of the Committee are non-executive directors.

The Committee met twice during the 2013 reporting year. The Chief Executive
Officer attends the Committee meefings by invitation and assists the Committee
in accessing information and in certain of its deliberations, except when issues
relating to his own compensation are discussed. No director is involved in
deciding his or her own remuneration.

Nomination

The Committee is responsible for ensuring that nominees to the Board are not
disqualified from being directors and, prior to their appointment, invesfigates
their backgrounds according to the recommendations required for listed
companies by the JSE. Executive directors have employment contracts and
restraint agreements, which have been signed by the relevant executive
directors.

The Committee annually reviews the Board’s required mix of skills, experience
and other qualities to assess the effectiveness of the Board, its committees and
the contribution of each director. Executive directors are appointed on the basis
of their skills, experience and level of contribution fo and impact on the Group’s
acfivities.

Non-executive directors are selected on the basis of industry knowledge and
their professional skills and experience so as to enhance organisational decision-
making and to ensure optimal organisational stability.

The Social and Ethics Committee, in terms of ifs charter, may also make
recommendations to the Remuneration and Nomination Committee of
candidates that it believes will not only be suitably qualified and assets to the
Board, but will also further the transformation of the Group.

All directors, unless they have fixed term employment contracts, are subject to
election by shareholders, refire by staggered rotation and stand for re-election
in accordance with the Company’s Memorandum of Incorporation. At least one-
third of the non-executive directors, who do not have fixed term employment
contracts with the Company, retire by rotation at the Company’s annual general
meeting.

The names of the non-executive directors submitted for election or re-election
are accompanied by sufficient biographical information to enable shareholders
to make an informed decision in respect of their election.

Whilst non-executive directors” appointments are not formalised through letters
of appointment, the Board believes that the rigorous review of candidates
provides sufficient evidence fo support the appointment. Any changes to the
Board are published on the JSE’s SENS. The Group has an induction programme
for all new directors and management that takes into consideration their
individual experience, skills and requirements.

A summary of the Group’s remuneration policy is set out on page 27.
Social and Ethics Committee

During the year the Transformation Commitiee was renamed the Social and
Ethics Committee with its membership being LM Maisela (Chairman),
(S Shiceka and M Abel.

Informal meetings were held during the review period fo primarily address
transformation in the Group.

The Committee assists the Board in ensuring that there are appropriate
strategies and policies in place to progress transformation.

The Committee seeks to address any and all issues pertaining to the
transformation of the Group info an organisation that is not only relevant in the
confext of a democratic South Africa, but also to ensure that the composition
of the Group is fully representative of the demographic and cultural landscape
that is prevalent in the country. Its role is not to redress the imbalances that
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exist in society per se, but to ensure that Primeserv is a leader in the
implementation of HR and IR practices that recognise the equality of all
individuals. Primeserv seeks to implement, through careful and considered
processes, measures, including affirmative action, that do not detract from the
organisation’s long-ferm goal of delivering sustainable retuns to all
shareholders and stakeholders alike. The statutory duties and responsibilities of
the reconstituted Committee, as contemplated in Regulation 43(5) of the
Companies Act no 71 of 2008, as amended, will be to monitor the Company’s
activities, having regard to any relevant legislation, other legal requirements or
prevailing codes of best practice.

AUDIT COMMITTEE

The Committee has terms of reference set out in an Audit, Governance and Risk
Committee Charter, that is compliant with applicable legislation and is available
on request. The Charter includes the specific requirements as set out in the
Companies Act, as amended, and the King Ill Code of Governance for South
Africa 2009 pertaining to auditors and audit committees. Amendments fo the
Charter, in compliance with legislative amendments and other governing codes
and principles, are approved by the Board.

The Audit, Governance and Risk Committee is responsible for:

o developing and mainfaining effective systems of internal confrol;

o reviewing the need for and monitoring the function of an infernal audit
discipline;

o safequarding the Group’s assets;

° maintaining adequate financial reporting systems;

o evaluating and defining the levels of risk appropriate and acceptable
to the Group;

o the reliability and accuracy of financial information provided to
shareholders and other users of financial information;

° the appointment of external and, where deemed necessary, intenal
auditors;

o assessing the relevance, impact and resolution of accounting or
audifing issues identified by external auditors;

o the Group’s compliance with legal and regulatory provisions including
stock exchange requirements;

° the Group’s Memorandum of Incorporation;
° the Code of Conduct; and
o the by-laws and rules established by the Board.

The Board in liaison with the executive directors and senior management,
defermines risk strategy based on the need fo identify, assess, manage and
monitor all known forms of risk across the Group. The Audif, Governance and
Risk Committee has been appointed to assist the Board in reviewing both the
risk management process and significant risks facing the Group.
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Management is accountable fo the Board for designing, implementing and
monitoring the processes of risk management and for infegrating them into the
daily activities of the Group.

The Board determines the Group’s tolerance or appetite for risk. The Audi,
Governance and Risk Committee is responsible for ensuring that the Group has
an effective, ongoing process fo identify and assess risk and then implements
what is necessary to manage these risks proactively.

The Committee meets with the Chief Executive Officer, Financial Director, Legal
and Risk Director, HR Director and other senior executives/managers (when
and if required), as well as the external auditors, to discuss issues of
accounting, auditing, internal confrols, financial reporting and corporate
governance.

ATTENDANCE AT MEETINGS

The number of meetings attended by each of the directors of the Company and
members of Committees during the period 1 April 2012 to 31 March 2013 is
as follows, with the number in brackets reflecting the number of meetings held,
whilst the director was in office.

BOARD

JM Judin (Chairman) 4 (4)
W Abel 44
S Klein 34
LM Maisela 4(4)
AT McMillon? 0(1)
DL Rose 4 (4)
R Sack 44
DC Seaton 4(4)
(S Shiceka 3 (4)
AUDIT, GOVERNANCE AND RISK COMMITTEE

DL Rose (Chairman) 4 (4)
S Klein 34
(S Shiceka 34
W Abel 4(4)
R Sack* 4(4)
DC Seaton* 34
REMUNERATION AND NOMINATION COMMITTEE

IM Judin (Chairman) 2(2)
LM Maiselo 2(2)
M Abel* 2(2)
# Resigned 29 June 2012.

* By invitation.
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THE GOVERNANCE OF RISK

The identification of risks and opportunities is robust, systematic and involves
all levels of the organisation. A comprehensive risk management policy is
entrenched throughout the Group.

The Audit, Governance and Risk Committee monitors the progress of the
implementation of the processes below. A heat risk map is utilised and updated
as a standing item on the Committee’s agenda, with updates and presentations
being done by management at each meeting.

Risk management processes include:

o overseeing the development and annual review of a policy and plan
for risk management to recommend for approval fo the Board;

o monitoring the implementation of the policy and plan for risk
management occurring through risk management systems and
processes;

o making recommendations to the Board concerning the levels of
tolerance and appetite for risk and monitoring that risks are managed
within the levels of tolerance and appetite as approved by the Board;

o oversight to ensure that the risk management plan is widely
disseminated throughout the Group and integrated in the day-to-day
activities of the Group;

o ensuring that risk management assessments are performed on a
continuous basis;

° ensuring that frameworks and methodologies are implemented to
increase the possibility of anficipating unpredictable risks;

° ensuring that management considers and implements appropriate risk
1esponses;

o ensuring that continuous risk monitoring by management takes place;

o expressing a formal opinion to the Board on the effectiveness of the
system and process of risk management; and

o reviewing reporting concerning risk management that is fo be included
in the Integrated Report and that it is timely, comprehensive and
relevant.

Insurance

The operating assefs, including various assets owned by lessors, have been
insured at replacement value. The Group performs credit evaluations on ifs
clients and where available and cost-effective, ufilises credit insurance.

Key-man policies cover key executives, where possible, and liability cover is taken
out for fidelity, directors” liability, loss of profits, political risk as well as general
and professional liability. The Group reviews its insurances at least annually and
as required in line with its risk-overse approach fo insurable matters.

THE GOVERNANCE OF INFORMATION TECHNOLOGY

The Board recognises the important role that information technology (IT)
governance plays in the management of risks and the achievement of Group
objectives. An IT governance framework for the Group is in development, which
will provide management with an IT governance model that helps in delivering
value from IT and understanding and managing the risks associated with IT.

The framework will also help bridge the gaps between business requirements,
control needs and technical issues and is a control model to meet the needs of
IT governance and ensure the infegrity of information and information systems.

Implementation is a phased process, which commenced in the 2012 financial
year and was broadened in the 2013 financial year, to include:

o strategic leadership for IT by dligning IT strategic objectives and
activities with enterprise strategic objectives and processes;

o prioritising 1T project initiotives and delivery of IT investment
recommendations for Board approval;

o ensuring that sufficient organisational capability exists to enable the
processes within its scope fo perform and deliver the results expected
by the business;

° support of the [T process owner’s endeavours to achieve the outcomes
expected and fo periodically evaluate performance and monitor
remedial actions o remedy instances of poor performance;

o identify suitable riteria to be used for decision-making within the
processes;

o open communication between the [T department and the other
business units to promote collaborative planning;

o evaluation of the benefits of outsourcing certain IT functionalifies; and

° annual [T assurance statement on key [T projects and performance
mefrics.

The rollout of new payroll and accounting packages has recently been
completed and the technology remains current. Certain updates to software and
hardware were implemented during the year. IT will continue to be reported as

a standing item as part of the heat risk map process.
COMPLIANCE WITH LAWS, RULES, CODES AND STANDARDS

The legislative framework within which Primeserv operates has become
increasingly complex. Amendments to existing laws, new laws and pending
Bills have to be tracked and continuously assessed to ensure compliance.
Business processes have to be aligned to ensure compliance.

Legislation

The proposed changes in labour legislation are of particular importance to
Primeserv as three of the four Bills propose changes to existing labour laws:
the Labour Relations Act, the Basic Conditions of Employment Act and the
Employment Equity Act. The fourth labour Bill, the Employment Services Bill
is new.

Companies Act, 2008

The Act aims fo simplify the registration of companies, encourage
enfrepreneurship and high standards of corporate governance, balance the
rights and obligations of shareholders and directors, and promote the efficient
and responsible management of a Company. It also provides for increased
liabilities for directors for breaches of fiduciary duty or for any direct or indirect
loss, damage or costs sustained by the Company as a result.
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Primeserv's Memorandum of Incorporation was approved by shareholders at
the general meeting held on 30 April 2013.

Insider trading

In terms of Group policy, no Group director or employee who has inside
information in respect of the Group may deal directly or indirectly in Primeserv
Group Limited shares based upon such information. The Board has determined
certain embargo periods during which directors and other senior management
officials of the Group may not deal directly or indirectly in Primeserv Group
Limited shares. These include the period from 31 March to the publication of
the year-end results and from 30 September to the publication of the interim
results and any period during which a transaction, which it is anticipated is
reasonably likely to be concluded, is being negotiated, if the information
relating thereto constitutes inside information and may be considered price-
sensifive.

All' transactions by directors and senior management or parties connected to
them that involve Primeserv shares or options must be approved by the
Chairman or, in matters involving the Chairman, by the Chief Executive Officer.

SOLVENCY AND LiQuIDITY

The directors have no reason to believe that the Company and the Group will
not be solvent and liquid in the year chead. Accordingly, the financial
statements are prepared on the going concern basis.

At the interim reporting stage, directors reconsider their solvency and liquidity
assessment of the Group as a going concern and determine whether or not any
of the significant factors in the assessment have changed to the extent that the
appropriateness of the going concern assumption has been affected.

The Board of Primeserv regards the Group as a going concern as asserted in the

following summary:

o the Group’s combined operations are expected to return to profitability
in the financial year to March 2014;

o working capital remains well controlled and receivables are of sound
quality;

° the Group has sufficient borrowing capacity in terms of ifs existing
facilities;

° the Group has no need to dispose of any assets or underfake a capital
restructuring;

° key executive management is in place and performance management
processes are applied;

° the Group is not aware of any material non-compliance with statutory
or regulatory requirements and there are no pending legal proceedings
other than in the normal course of business; and

o the Group is monitoring and responding proactively to the spirit and
terms of changes in legislation and BBBEE inifiatives.
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AUDITING

The Board is of the opinion that the Group’s auditors observe the highest
standard of business and professional ethics and that their independence is not
in any way impaired. The Group aims for efficient audit processes using its
external auditors in combination with the Group’s inferal confrols.

TAXATION

Effective and efficient controls must be in place to ensure that tax, as a major
business expense, is properly managed. As part of ifs governance
accountability, the Group complies with all tax legislation.

INTERNAL CONTROL

The directors aim to ensure that infenal control systems exist to provide
reasonable assurance regarding the safeguarding of assets and the prevention
of their unauthorised use or disposifion, the maintenance of proper accounting
records and the reliability of financial and operational information used in the
business.

The system of internal control is designed to manage, rather than eliminate, the
risk of failure to achieve business objectives and can provide reasonable, not
absolute, assurance against material misstatement or loss. There is an ongoing
process of identifying, evaluating, managing, monitoring and reporting on
significant risks faced by the Group.

The Group has intemally defined lines of accountability and delegation of
authority, and makes provision for comprehensive reporfing and analysis
against approved standards and budgets. Compliance is tested by way of
management review, internal audit check and external audit.

The Audit, Governance and Risk Committee considers the results of these
reviews on a regular basis and confirms the appropriateness and safisfactory
nature of these processes, while ensuring that breakdowns involving material
loss, if any, together with remedial actions, are reported to the Board.

INTERNAL AUDIT

Given its size and the infernal controls within the organisation, the costhenefit
ratio of the establishment of a permanent internal audit function is not viewed
by the Board os warranted. However, an internal audit of certain key
components of the Group’s operations was undertaken during the year under
review.

GOVERNING STAKEHOLDER RELATIONSHIPS
Relations with stakeholders

The Board accepts its duty to present a balanced and understandable
assessment of the Group’s position in reporting to stakeholders. Reporting
addresses material matters of significant interest and concem to all
stakeholders and presents a comprehensive and objective assessment of the
Group so that all shareholders and relevant stakeholders with a legitimate
interest in the Group’s activities can obtain a full, fair and honest account of its
performance.
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Primeserv continues to evolve its stakeholder engagement policy, which will
align the Group’s engagement with its stakeholders with the King Il principles
of:

° the Board:

- acknowledging that stakeholders’ perceptions affect the
Company’s reputation;

- delegating responsibility to management to proactively deal
with stakeholder relationships;

- striving to achieve the appropriate balance between its
various stakeholder groupings, in the best interests of the
Company; and

- ensuring that disputes are resolved as effectively, efficiently
and expeditiously as possible;

o the Company ensuring the equitable freatment of shareholders;

o no single shareholder being given price-sensitive information over
another, irmespective of their shareholding size in the Company; and

o transparent and  effective communication with stakeholders being
essential for building and maintaining stakeholders’ trust and
confidence.

o The Board has identified the following key stakeholders of the Group,
being:

- Shareholders;

- (ustomers;

- Employees;

- Communities; and

- Government and industry bodies.

Defails of the Group’s engagement with these stakeholders are outlined on
page 8.

Deloitte & Touche Sponsor Services (Pty) Limited acts as Primeserv's sponsor
in compliance with the JSE Listings Requirements.

Annual general meefing

The agenda for the annual general meeting is set by the Company Secrefary
and communicated to all shareholders in the notice of the annual general

meeting, which accompanies the Integrated Annual Report. Consequently, the
notice of the annual general meeting is distributed well in advance of the
meeting and affords all shareholders sufficient fime to acquaint themselves with
the effects of any proposed resolutions. Adequate time is also provided by the
Chairman in the annual general meeting for the discussion of any proposed
special resolutions. The conduct of a poll to decide on any proposed resolutions
is controlled by the Chairman af the meeting and takes account of the votes of
all shareholders, whether present in person or by proxy. A proxy form is
included in the annual report for this purpose.

The Group recognises the importance of ifs shareholders” attendance af its
annual general meefing.

The designated auditor of the Group may attend the annual general meeting to
respond fo any questions relevant to the audit of the financial statements.

All meeting participants are required to provide identification reasonably
satisfactory fo the chairman of the meeting. Forms of identification that will be
accepted include original and valid identity documents, driver's licences and
passports.

Shareholders who wish to participate in the annual general meefing by way of
electronic participation should make application in writing to so participate fo
the transfer secretaries. The Company reserves the right to elect not fo provide
for electronic participation in the event that it defermines that it is not practical
to do so. The cost of accessing any means of electronic participation provided
by the Company will be borme by the shareholder so accessing the electronic
parficipation. Shareholders are advised that participation in the annual general
meefing by electronic participation will not entitle a shareholder to vote.

In accordance with Regulation 43(5)(c) of the Companies Act, the Chairman
of the Social and Ethics Committee will report to shareholders at the annual
general meefing.

INTEGRATED REPORTING AND DISCLOSURE

The Board acknowledges its responsibility to ensure the infegrity of the
Integrated Report and its responsibility stafement authorising the release of the
Integrated Report appears on page 1.

A detailed Register referencing each principle of King Il appears on
Primeserv’s website.



REMUNERATION

-Primeserv’s remuneration philosophy focuses on developing the value of its
people. To this end, it aims to empower every employee to make a positive
confribution to the growth and sustainability of the organisation.

The Board defines the principles which guide the development of Group strategy
and objectives. Performance reviews at individual, divisional and Group level
are considered in formulating such strategies and objectives and an appropriate
balance is sought between employee and shareholder interests.

The Board remains ultimately responsible for the remuneration policy.
SUMMARY OF REMUNERATION POLICY

Non-executive directors

Terms of service

While shareholders appoint non-executive directors at annual general meetings,
interim Board appointments may be made between annual general meetings in
terms of Group policy. Such interim appointees may not serve beyond the
following annual general meeting, though they may make themselves available
for election by shareholders. Non-executive directors serve until such time as, in
accordance with the Company’s Memorandum of Incorporation, they are
required to retire by rotation, at which point they may seek re-election. Length
of service of non-executive directors that exceeds ten years has been reviewed.
Given the need for continuity (in an industry experiencing periods of legislative
uncertainty) and the size of the Group together with the ability to attract and
retain the necessary skills and knowledge relevant to the Group, it was the
evaluation of the Board that the continued involvement of long-serving directors
was beneficial to the Group.

Remuneration

Non-executive directors are required fo be remunerated for their contribution to
the Board and Board committees. Compensation for loss of office is not a
confractual agreement.

The annual remuneration/fees payable to non-executive directors are based on
o fee for membership and, where applicable, for assignment to sub-committees.
Fees paid take info account chairmanships of the Board, the Audit, Governance
and Risk Committee, the Remuneration and Nomination Committee and the
Social and Ethics Committee. Shareholders will be requested to consider a
special resolution approving the non-executive directors’ remuneration at the
annual general meeting.

There are no short or long-term incentive schemes for non-executive directors.
Exceptions apply only where non-executive directors previously held execufive
office and qualify for unvested benefits resulfing from their period of
employment with the Company. There are no pension benefits for non-
executive directors. Executive management reviews non-executive directors’
remuneration and recommendations are made to the Board which in tum
proposes fees for approval by shareholders at the annual general meeting.
These are approved by shareholders at the annual general mesting.

Non-executive directors” remuneration is listed on page 28.
Executive remuneration

Remuneration of executive directors is determined through a process of needs
evaluation and benchmarking, ufilising current market information relating fo
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remuneration and reward practices. Market condifions impact the ability to
attract and retain relevant industry experienced executives, and the key nature
of positions held are also major determining factors utilised in evaluating
executive remuneration. Remuneration may be complemented by performance
bonuses which may reach 70% of executives” basic packages.

The Group’s longer term incentives for key executives include the use of share
options and,/or share purchase schemes, and share awards.

The Company adopts the principle of Total Cost to Company in determining
executive directors” remuneration packages. This includes basic remuneration,
retirement, medical and other benefits. In addition, executive directors benefit
from long-term incentives linked to performance and retention measures.

Remuneration packages are constituted of the following:
° Basic salary — determined by market value and role ployed;

o Shortterm  cash-based incentives — determined by fulfilment of
performance targets; and

o Long-term cash and share-based incentives — determined by creation
of a sustainable business strategy and shareholder value and
behaviour consistent with this goal.

The extent of managerial responsibility, together with actual workplace
location, plays a role in defermining basic remuneration of executive directors.
Details of directors” remuneration is listed on page 62.

Terms of service

The Company complies with relevant legislation in determining minimum terms
and conditions for appointment of executive directors. Unless stated otherwise
in the contract of employment, a notice period of one month applies.

External appointment

Executive directors are not permitted to hold external directorships or offices
without the approval of the Board. If such approval is granted, directors may
retain the fees payable from such appointments.

Short-term incentives

Performance bonus schemes are available for executive directors. Job level,
business unit and individual performance determine individual awards. The aim
of the bonus scheme is to reward performance in line with organisational
objectives and achievements.

Long-term incentives

Retention of skills is a primary long-term objective of the Group. Share-based
incentive schemes aligning the inferests of the Group, its businesses and
employees are intended to promote this goal, by attracting and retaining high
calibre personnel. Share incentive awards are made by the Committee only
where business and individual performance targets have been attained.

Details of the benefits held by executive directors under the existing share
incentive scheme are reflected on page 63.

DIRECTORS' REMUNERATION

Directors’ remuneration for the 12 months ended 31 March 2013 are shown
in nofe 26 on page 62.
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>> REMUNERATION

continued

NON-EXECUTIVE REMUNERATION

Non-executive directors receive a base fee plus an attendance fee per meeting.

Attendance

Attendance fees af all

Base fees per scheduled

fees meefing meefings

Role R R R

Chairman 65 000 15000 60 000

Non-executive directors 20000 15000 60000

Chairman of Audit, Governance and Risk Committee 65 000 - -

Chairman of Remuneration Committee 15000 - -

Chairman of Social and Ethics Committee 10 000 - -
Committee members

— Audit - 6500 19 500

— Remuneration - 5000 10 000

— Social and Ethics - 2500 5000

The fees in the table are for individual roles while the aggregate fees any single director earns will be based on a combination of the fees for all roles performed.

The table below shows what the non-executive directors may be expected to eam based on atfendance at all scheduled meetings.

Total fees Total fees

year-end March  year-end March

2014 2013

Non-executive director R R
M Judin 140 000 150 000
S Klein 99 500 100 000
L Maisela 100 000 100 000
D Rose 145000 150 000
( Shiceka 104 500 110 000
Total Fees 589 000 610 000

At the annual general meeting held on 22 November 2012, the Company requested ratification and approval by shareholders for amounts paid and fo be paid to
non-executive directors in regard to their services fo the Company for the year ending 31 March 2013. The resolution failed to achieve the requisite majority and
accordingly failed. The Company had, prior to the date of the annual general meeting, paid to non-executive directors in respect of services rendered a portion of the
amounts set out above for 2013. The Company will again seek the approval of shareholders for these payments at the annual general meeting fo be held on
Wednesday, 27 November 2013. Should the resolution fo approve these payments again be unsuccessful, the non-executive directors have undertaken to repay the
amounts already paid.
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>>SUSTAINABILITY REPORT

SUSTAINABILITY CONTEXT AND PROFILE

Primeserv Group Limited is an investment holding company focusing on delivering human resources (HR) products, services and solutions through ifs operating pillar,
Primeserv HR Services. This incorporates two main areas of specialisation: Human Capital Development operating through two divisions, Primeserv HR Solufions and
Primeserv Colleges; and Human Capifal Qutsourcing operating through the Group’s largest division, Primeserv Qutsourcing.

These divisions provide a comprehensive HR value chain that can be applied through Primeserv’s IntHRgrate model in its entirety or in modular form. These divisions
encompass an extensive range of HR consulfing solutions and services, corporate and vocational training programmes, technical skills training centres, computer
training colleges, as well as resourcing and flexible staffing services, supported by wage bureaus and HR logistics outsourcing operations.

Primeserv is committed fo facing the challenges in meefing the needs of its stakeholders and remains well positioned to play a role in advancing sustainable
development. Primeserv’s sustainability strategy focuses on long-term economic, environmental and social imperatives as noninancial elements of sustainable
business as well as the primary measure of financial performance.

Primeserv Outsourcing operates in an industry that has been subject to increasing levels of review by organised labour and government, leading to unprecedented
levels of uncertainty affecting employees, contractors, suppliers and clients. Regulation of the TES industry is imminent and Primeserv is adapting its business model
to meet these legislative requirements. Final clarification is needed in order for what is an infernationally recognised business practice o prosper and to confinue fo
provide an avenue for jobseekers to enter the formal sector, especially given the high unemployment levels affecting the country. Given the number of business and
industry sectors that Primeserv services, the Group believes that it is able to deliver its service offering in @ way that supports not only its own business segment, but
also those of its clients.

The Group is an active participant in a number of industry bodies that are seeking to finalise resolution of these matters and remains confident that, given that proposed
impending legislation, an environment of increased regulation will be the optimal solufion for all parties concerned.

The Human Capital Development units are appropriately placed fo provide the training and skills that are an objective of a multitude of government policies. As part
of this imperative, the Group continued with its programme of fraining and development of staff at various levels within the organisation and is actively ensuring that
the spiit of transformation is embodied in all its recruitment initiatives. In order to address some of the risks that are inherent to the industries in which the Group
operates, the Group continues fo seek acquisitive opportunities outside of its traditional spheres of activities. The process of diversification is intended to address long-
term sustainability while still integrating existing components of the business into businesses acquired, where practical and beneficial to both parties.

Processes are implemented to ossess, measure and manage the effectiveness and relevance of the Group’s sustainability strategy. The Group has embraced the
philosophy that its ongoing growth and development depend not only on economic factors, but on the well-being and upliftment of its people, the improvement of
surrounding communifies and its ongoing investment in corporate, social and environmental sustainability inifiatives.

The Group has a commitment to all its stakeholders, be they investors, employees, customers or suppliers, o ensure that the overall business grows in a considered manner
and such that there will be no intended negative effects on the stakeholders. This imperative is communicated to ol staff and is embodied in the Primeserv Pledge.

SUSTAINABILITY AT PRIMESERV

2013 2012
Revenue (R'000) 654 893 613145
Operating profit — continuing operations (R000) 4440 8720
Operating profit (R"000) (1323) 5619
Trading margin (%) 16 19
Number of employees — (Permanent) 346 387
Total training spend (R’000) 352 358
Training spend per employee (R) 815 925
Percentage of employees attending HIV /Aids training (%) 5 3
Lost time injury frequency rate 0,83 0,83
Work-related fatalities 0 0
BBBEE Procurement (R'000) 107 182 59900
BBBEE Procurement as a percentage of discretionary spend (%) 71,15 48,13
Corporate social investment including bursaries (R'000) * 31000 34000

* The Group’s policy on (Sl is to allocate 1% to 1,5% of net profit after tax to CSI projects in addition to substantial bursaries granted to learners.

Note:

- Indicator notes and definitions are provided in the performance data table.
-~ Employeeeloted data includes non-permanent employees.

—  Empowerment data is for South Africa.
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SUSTAINABILITY REPORT

continued

INDUSTRY REGULATION

Primeserv has long advocated the need for specific regulation to govern the TES
industry. As a member of CAPES and BUSA, Primeserv is committed to
regulation that is fair, effectively enforced and that especially recognises the
dynamic nature of the current labour market. In this regard, Primeserv regularly
engages not only at the NEDLAC level of negotiations, but also with a broad
range of stakeholders, in order to idenfify opportunifies to create such a
regulatory framework.

Business, in order o remain compefitive, is increasingly choosing fo outsource
non-core functions, as well as engage specific skills for specific projects. The
nature of these employment relationships varies, but most can sfill be defined
as atypical.

To effectively manage the sourcing, recruiting and administering of flexible
labour, business needs increasingly o and will continue in the future, to look to
specialists, especially in the form of TES providers such as Primeserv.

Clearly this industry must continue on its path of encouraging selfregulation to
prevent exploitive pracfices.

At the present time, it appears that labour has abandoned its vehement stance
to eliminate the TES industry. The work undertaken by CAPES, as supported by
Primeserv as a corporate and founder member, as well as the energetic role of
the CEA (SA) BD, has created a platform for compliance and is a model
encouraged by Primeserv.

In June 2013, the PPC finally agreed and recorded in its formal reporting
process conceming the future of labour broking (TES), that it is not the
intention of its members fo institute any form of ban of this industry, nor to
overegulate the activities thereof to the extent that labour brokers no longer
play a role within the national labour market.

In short, the PPC’s response to parlioment and its formally confirmed stance
towards the TES industry has advanced stability within this industry and sought
to assure the continued future existence of the TES industry. Such clarity for the
purpose and role of the TES industry evolving from the formal deliberation
process, for which the PPC is responsible with regard to finalising the Bills, prior
to being placed before parliament for the purpose of promulgation after
September 2013, concretises the way forward in terms of govemment’s stance
toward and acknowledgement of the positive contribution the TES industry can
continue to make within the South African economy.

This reality is confirmed with the confidence gained and allowed by the insight
parficular to Primeserv, through ifs access to the national and critical negotiation
processes relating fo the determination of the future of the amendment Bills
and labour broking as debated at NEDLAC for the past eight years and
negotiated by the same, for the past four years. This negotiation process has
directly involved Primeserv, as a member of BUSA's nominated task team,
charged with representing the inferests of national business, at both NEDLAC
and parliament.

As a selfregulated member of the CEA (SA) LBD and a founder member of
CAPES, Primeserv has played an active role in inifiafing the national negofiation
process between business, government and union confederations, and as such
has directly influenced both the NEDLAC and PPC stance towards the future of
labour broking (TES) within South Africa. Both Primeserv’s size as a meaningful
player within this industry and its ability to positively influence and effect
change in this industry, places the Group in an advantageous space within the
TES industry.

GOVERNANCE STRUCTURE AND
MANAGEMENT SYSTEMS

STRUCTURE

Primeserv inferacts with all its stakeholders according to the principles of
transparency, reliability, integrity and trust. The formal structures, systems and
governance culture encompass economic, environmental and social
responsibility. The corporate governance report is detailed on pages 21 to 26
of the Integrated Report and Primeserv’s Corporate Governance Register 2013
has been posted on ifs website.

COMMITMENTS TO EXTERNAL INITIATIVES

The Group and ifs divisions subscribe to a number of charters, principles and
other initiatives. These include amongst others applicable charters relating fo
BBBEE, the environment, good corporate governance and financial reporfing.

Group companies are also members of a number of industry-specific and
general associations, including, but not limited to:

° Confederation of Associations in the Private Employment Sector;

° Construction Engineering Association;

° Institute of Certified Bookkeepers;

o Institute for Personnel Management;

o Metal and Engineering Industries Bargaining Council;

o National Bargaining Council for the Road Freight and Logistics Industry;
° SA Board for Personnel Practice; and

o Steel and Engineering Industries Federation of South Africa.

REPORT CONTENT AND BOUNDARY

Primeserv recognises that as a responsible corporate citizen it has a duty to
both infenal and external stakeholders for organisational performance that
achieves the goals of sustainable performance and development in a manner
that does not adversely impact either the environment or society. This means
that economic development must be achieved in harmony with the Group’s
immediate environment as well as taking cognisance of factors such as dimate
change. As a consequence of this commitment, Primeserv presents below its
r