The board of directors of UCS
Group Limited confirms its
commitment to the principles of
openness, integrity and
accountability as advocated in the
code to the King Report (2002) on

Corporate Governance.

Board of directors

The Board of directors as set out on
page 4 of this report is currently
comprised of four executive and six
non-executive directors of whom
four are independent. The roles of
Chairman and Chief Executive
Officer are separated and the
Chairman is an independent non-

executive director.

The Board is based on a unitary
structure and retains full and

effective control over the Group.

The Board is the governing body
that provides strategic direction by
discussing and questioning, whilst
evaluating and approving plans and
strategies. In directing the Group,
the Board exercises leadership,
integrity and judgement based on
fairness, accountability,
responsibility and transparency in
order to achieve continuing

prosperity for the Group.

The Board meets at least four times
a year. Non-executive directors have
access to management, including
the Company Secretary, and to the
information that is required to
carry out their duties and

responsibilities fully and effectively.

The directors are entitled and
authorised, at the Company’s
expense, to seek independent
professional advice about the

affairs of the Group.

Executive directors do not have
long-term service contracts with
the Company. In terms of the
Company’s articles of association
directors are subject to retirement
by rotation and stand for re-
election by shareholders at least

every three years.

Internal control and risk
management

It is the directors’ responsibility
to ensure the maintenance of
adequate accounting records and
to prepare annual financial
statements that present fairly
the state of affairs and results of
the Company and the Group.
The external auditors are
responsible for independently
auditing and reporting on the fair
presentation of these annual

financial statements.

The annual financial statements
referred to in this report have been
prepared by management in
accordance with South African
Statements of Generally Accepted
Accounting Practice. They are based
on appropriate accounting policies,
which have been consistently
applied unless otherwise indicated
and are supported by reasonable
and prudent judgment and
estimates. The annual financial

statements have been prepared on
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a going concern basis and the
directors are satisfied that the
Company will remain a going

concern for the foreseeable future.

The directors are responsible for
governing risk management and
the system of internal controls.
Internal control systems are
designed to provide reasonable, but
not absolute, assurance that
accounting records accurately
reflect all transactions; are
executed and recorded in
accordance with sound business
practice; that the assets are
safeguarded and that protection is
provided against serious risk of
error or loss, in a cost effective
manner. These controls are
monitored throughout the Group
by management and employees.
Close management supervision
mitigates the risks that arise where
certain duties are not separated
due to limited administration staff
within the subsidiary companies.
Processes are in place to monitor
internal controls, to identify
material breakdowns and

implement timely corrective action.

The Group does not currently have
an internal audit function. However,
as part of the monitoring process,
the Group has adopted a policy
whereby the external auditors of
the respective subsidiary
companies are required to report at
half year and year end to the audit
committee, on the system of
internal controls and whether there

has been any significant
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breakdown in the controls. We are
pleased to report that no
significant breakdown has been
reported at the year end.

Based on the audit procedures
performed to express an opinion on
the fair presentation of the annual
financial statements, the auditors
concur with the directors’
statements on going concern and

financial internal controls.

Health and HIV/AIDS reporting
The Group has a formal HIV/AIDS
policy and is committed to actively
managing the pandemic and the
business risks associated with it.
The policy makes provision, inter

alia, for the following:

%

No discrimination against
employees or potential
employees based on their
HIV status

Strict confidential treatment

v

of information on the HIV status
of employees

> The commitment to provide
HIV/AIDS education through
education and awareness

programmes.

Corporate social investment

UCS Group established the UCS
Foundation to drive its corporate
social investment (“CSI”) initiatives.
In line with the developments
within the ICT industry Charter &
Scorecard, the UCS Foundation has
defined its scope to focus on CSI

programmes and projects. The
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responsibility for these projects will
be transferred to the operating
subsidiaries during 2006 as they
will need to manage, drive and

direct their own programmes.

In principle, the UCS Foundation
guidelines are to direct 75% of CSI
funding towards skills development
based on learnerships and
educational bursaries. The balance
of CSI funding may be allocated to

community development projects.

The UCS flagship CSI programmes
will continue to be designed and
implemented in ways that
contribute to external ICT skill
development and related
entrepreneurial opportunities

where viable.

CSl projects for 2005 include:

The UCS and Diversity Factory
Programme

Participants in the programme are
exposed to a corporate
environment and had the
opportunity to develop business
related projects that can be
implemented beyond UCS when
successful. The partnership is
intended to enhance the computer
literacy, entrepreneurship, career
skills and creativity in participating
youth by developing a multiple
outcomes-based educational
programme that is an ‘'on-the-job’
entrepreneurial training
opportunity, using arts-based

interventions such as theatre,

drumming, poetry, dance, video and
visual arts. With effect from

1 October 2005, the majority of the
projects in the development hub
have been commercialised. The
entrepreneurs have been set up
with their own premises and
infrastructure and will be partly
funded until 31 March 2006. These
projects will have been given an
opportunity to become self-
sustaining SMMEs with an initial
12 months’ assistance by UCS with
a further six months’ assistance
during the commercialisation

phase.

The continuation of tertiary level
bursaries for historically
disadvantaged students

The bursary beneficiaries are
studying a range of business
degrees at the University of
Witwatersrand (“WITS”), with
majors in information systems,
marketing, accounting and finance.
The majority of bursary students
are placed into UCS Group
companies for vacation work
experience and, where feasible, full-

time employment on graduation.

The Group is also a proud sponsor
of Reach for A Dream (“RFAD”) and
the Johannesburg Association for

the Aged (“JAFTA").

The Group continues to encourage
member companies to create their
own CSlinitiatives that lie beyond

the scope of the UCS Foundation.



Audit committee

The audit committee is comprised
of two non-executive directors and
one executive director:

Mr P Terblanche (Chairman)

Mr MPR Morojele

Mr NA Michelson

The committee meets at least twice
a year,at half year and year end,
with additional meetings convened
as necessary. The audit committee
is entitled to invite one or more
executives to attend the meeting
with the requirement, however,
that the Group chief financial
officer and external audit
representative attend all audit

committee meetings.

The external auditors have
unrestricted access to the
Chairman of the audit committee.

The overall objective of the
committee is to provide assurance
that the relevant Board duties are
discharged by reviewing the
policies related to safeguarding
assets, monitoring and reviewing
the effectiveness of the internal
systems and related controls and
by monitoring the integrity of the
interim and annual financial
statements.

The audit committee is responsible
for the approval of non-audit
services provided by the external
auditors of the Company.

The committee met on four
occasions during the year. Each
meeting was attended by the
external auditors and by the Group
chief financial officer.

The audit committee has satisfied
itself that the annual financial
statements as published in this
report presents a balanced
assessment of the Company’s
position, performance and
prospects.

Remuneration committee

The UCS Group Limited
remuneration committee is
comprised of three non-executive
directors:

Mr B Hattingh (Chairman)

Mr J Claassen

Ms R Eliot

The terms of reference of the
remuneration committee are to:

> review on behalf of the Board
the broad policy for directors’
remuneration in the UCS Group
Limited company, and to
approve the entire individual
remuneration packages of
directors and other senior
executives, as appropriate;

> review the director packages for
subsidiary companies as
determined by the Group EXCO;

> recommend to the Board what it
considers to be fair reward for
individual contribution to the
achievement of corporate goals;
and
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> recommend to the Board
appropriate principles for all
director remuneration.
The committee is required to meet
at least twice a year to review and
approve remuneration practices
and invites any such executive
directors to attend meetings as
deemed necessary to discuss
performance of the executive
directors. Where necessary, the
remuneration committee will draw
on outside advice with regards to
remuneration comparisons,
philosophies and trends.

UCS Group Limited directors’
emoluments for the financial year
ended 30 September 2005 have
been disclosed in note 3.4 to the

annual financial statements.

Nominations committee

The UCS Group Limited
nominations committee is
comprised of two non-executive
and one executive directors:

Mr R Goodman

Mr J Bright

Mr B Hattingh

The committee meets as and
when required.

Corporate citizenship and
employment equity

UCS Group recognises that good
corporate citizenship pays long-
term dividends in goodwill from
the community and in social
upliftment for the benefit of the
whole society in which it operates.
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The Group has established a

corporate citizenship programme,
which gives the Group a practical
framework to help previously
disadvantaged people and
communities through active
participation in the economy and
from the Group’s investments in

upliftment projects.

The programme takes an inclusive,
integrated approach, making use of
the skills and vision of executive
management teams at both Group
and subsidiary level to identify and
implement Black Economic
Empowerment (“BEE”) initiatives

that support transformation.

At an operational level, Group
companies are committed to
appointing BEE organisations as
business partners and resellers and
to assist these partners with skills
development and the transfer

of knowledge.

UCS Group is committed to
addressing and exceeding the
requirements of the Employment
Equity Act, the Skills Development
Act and the Skills Development
Levies Act. The Group subscribes to
legislative adherence, as well as
other more progressive objectives
through the implementation of
structured human resource policies,

strategies and activities.
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The Group remains committed to
supporting social and workplace
transformation in a free and
democratic South Africa. Attention
is focused on training and
development with particular
emphasis on people from
previously disadvantaged

communities.

The Group requires all its
subsidiaries to comply with
employment equity legislation and
submit and implement their
respective plans at an individual
Company level.

Code of ethics

The Group has published its basic
tenets, which are set out on page 3
of this report. All employees are
required to maintain high ethical
standards in ensuring that the
Company’s business practices are
conducted in a manner which in all
reasonable circumstances complies

with these tenets.

Relations with shareholders

The Group is represented by College
Hill, an independent professional
consultancy, and the investor
relations programme includes
communications with shareholders
through interim and annual
reports, meetings and

presentations.

Insider trading

Directors and other senior
management officials of the Group
who have access to unpublished
price-sensitive information in
respect of any of the Group’s
companies may not trade in UCS
Group Limited’s shares during
defined closed periods. At a
minimum these periods run
between the end of the interim and
annual reporting periods and the
announcement of the results for
such period.



