NON-COMPLIANT with PSIRA??

WHAT is the impact
(Pty) Ltd it will have on Managing Agents and Trustees

Definitive Solutions

Dear Valued Clients

As seen on recent Carte Blanche consumer documentaries, the number of non-compliant private security firms in
operation South Africa is rising.

Investigations have shown that many of these illegal security firms not only undercut the market in terms of pricing and
the provision of substandard service, but also exploit their staff in terms of non payment of wages and benefits in
accordance with the requirements of the Government Gazette. In many instances foreign labourers and illegal
immigrants are posted as guards in order to ensure that they have no rights in terms of grievances and wage disputes,
thus increasing operating margins of the service provider and resulting in discounted pricing, while not having to be
concerned with fair labour practices.

Further to this, many Residential Corporate Bodies in the past have directly employed their own security officers which is
no longer legal within South Africa. Any entity providing a guarding and security service must be registered as a provider
of security services with PSIRA (Private Security Industry Regulatory Authority) and meet applicable criteria. Whether the
“in house” guards are registered with PSIRA and receive the same benefits or not, has no bearing on the legality of the
situation.
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“PSIRA Act: (3) Any person who —

(g9) knowingly or without the exercise of reasonable care contracts for the rendering of security
services contrary to a provision of this Act or the Levies Act; is guilty of an offence and —

(h)(iii) on a conviction of a contravention referred to in paragraph (b), (c), (d), (e),(h), or (i), is
liable to a fine or to imprisonment for a period not exceeding 24 months, or to both a fine
and such imprisonment.

by

Impact on Trustees / Managing Agents

Any natural person who is a Trustee of a Body Corporate has a fiduciary duty to ensure that all legalities are complied
with on behalf of all the owners. Managing Agents are appointed on the basis that not only is it their function to collect
levies, prepare accounts etc, but to guide the Trustees in terms of any legal requirements and operations affecting the
day to day management of the scheme. As such, by default the Managing Agent is expected to understand and advise as
to the legalities and repercussions of entering into agreements with non-compliant service providers.
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The Managing Agent (depending on the scope of the management agreement), should at all times prior to presenting
and obtaining quotes on behalf of the Trustees obtain confirmation in writing of at least the following details relating to
industry requirements and specifications from potential service providers:

- PSIRA Registration Number & confirmation of compliancy.

- Workman's Compensation Number and Clearance.

- NBC Provident Fund Membership.

- Unemployment Contributions.

- That all security personnel are South African citizens, have valid PSIRA registration qualifications and are
free of criminal records.
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page 2 continued

It would be recommended that clients request confirmation (could be included in service agreement) of the above by the
appointed service provider that should they be found in breach in terms of any future governing legislation, that the client
is indemnified by the contractor.

Unlawful employment of Guards and “Night watchman”

As seen in the media, PSIRA is currently aggressively pursuing and investigating residential schemes who are in
contravention of the Act by appointing inspectors and investigators in order to identify transgressors. Due to many years
having passed since the legislation came into effect the regulatory authority is becoming “ruthless” in their actions and
enforcement.

Residential schemes that are making use of the above service providers are urgently advised to remedy the situation. In

terms of the Sectional Title Act No. 95 of 1986, in addition to the above, Trustees can be held accountable and liable in
their personal capacity.

Available Options

-

TN

- Should an existing service provider be found by the client to be non-compliant, \
the client may have the right to immediately terminate the agreement and to
appoint new compliant service providers.
- In the event that the body corporate still employs the security officers, this service
may be outsourced to a compliant service provider in which case the provisions
of section 197 of the Labour Relations Act (No. 66 of 1995) will apply. This implies
that the staff is transferred to the service provider as a whole on essentially the
same terms and conditions. It is advisable that the services of an experienced
labour attorney/consultant be utilized to assist with this process. .

Whilst corrupt security companies remain a threat to business, the same would apply to security officers. Measuring
honesty is an ongoing process and any persons applying for a position within Kallvest are put through a stringent process
which includes finger print criminal checks, verification of residency/citizenship as well as polygraph testing in certain
instances. In order to combat crime and dishonesty we make use of a crime reporting “hot line”, informers amongst
security staff and a reward system for reporting dishonest practices.

"Our efforts are as good as the individual's integrity level and limits of bribery acceptance" which is difficult to measure in
a society where individual values deteriorate rapidly.

For further information, please do not hesitate to contact us on 0861kallvest.

Kallvest Directorate and Management
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