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�!�������������!�!�� ��!��
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Private Security Industry Regulatory Authority
Annual Report 2010/11

Private Security Industry Regulatory Authority
Annual Financial Statements for the year ended 31 March 2011

Council’s Responsibilities and Approval

The council is required by the Public Finance Management Act (Act 1 of 1999), to maintain adequate accounting records and
are responsible for the content and integrity of the annual financial statements and related financial information included in this
report. It is the responsibility of the council to ensure that the annual financial statements fairly present the state of affairs of the
entity as at the end of the financial year and the results of its operations and cash flows for the period then ended. The external
auditors are engaged to express an independent opinion on the annual financial statements and was given unrestricted access
to all financial records and related data.

The annual financial statements have been prepared in accordance with South African Standards of Generally Recognised
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards
Board.

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgments and estimates.

The council acknowledge that they are ultimately responsible for the system of internal financial control established by the
entity and place considerable importance on maintaining a strong control environment. To enable the council to meet these
responsibilities, the council sets standards for internal control aimed at reducing the risk of error or deficit in a cost effective
manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout
the entity and all employees are required to maintain the highest ethical standards in ensuring the entity's business is
conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the entity is
on identifying, assessing, managing and monitoring all known forms of risk across the entity. While operating risk cannot be
fully eliminated, the entity endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined procedures and constraints.

The council is of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the financial records may be relied on for the preparation of the annual financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance
against material misstatement or deficit.

The council has reviewed the entity's cash flow forecast for the year to 31 March 2012 and, in the light of this review and the
current financial position, they are satisfied that the entity has or has access to adequate resources to continue in operational
existence for the foreseeable future.Other factors considered by council are legal, statutory and potential sources of findings.
Revenue is expected to increase due to planned review (increase) in annual fees/levies payable by registered private security
providers in the 2011/2012 financial year.

Although the council is primarily responsible for the financial affairs of the entity, they are supported by the entity’s external
auditors.

The external auditors are responsible for independently reviewing and reporting on the entity’s annual financial statements. The
annual financial statements have been examined by the entity’s external auditors and their report is presented on page 3.

The annual financial statements set out on pages 3 to 34, which have been prepared on the going concern basis, were
approved by the Council on 29 July 2011 and were signed on its behalf by:

MR T.O. Bopela (Chairperson of Council)
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Accounting Authority’s Report

The council submit their report for the year ended 31 March 2011.

1. Incorporation

The entity was incorporated on 14 February 2002 in terms of Section 2(1) of the Private Security Industry Regulation Act (Act
No. 56 of 2001) and obtained its certificate to commence business on the same day.

2. Review of activities

Main business and operations

The entity is engaged in regulation of the private security industry and operates principally in South Africa.

Net deficit of the entity was R 23 751 487 (2010: deficit R 2 253 371).

3. Going concern

We draw attention to the fact that at 31 March 2011, the entity had accumulated surplus of R 11 490 994 and that the entity’s
total assets exceed its liabilities by R 11 490 994.Other factors considered by council are legal, statutory and potential sources
of findings. Revenue is expected to increase due to planned review (increase) in annual fees/levies payable by registered
private security providers in the 2011/2012 financial year.

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

4. Subsequent events

Events after reporting date are presented in Note 25 of the annual financial statements.

5. Accounting policies

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board
in accordance with Section 55 of the Public Finance Management Act (Act No. 29 of 1999).

6. Council

The members of the entity during the year and to the date of this report are as follows:

nahCemaN ges
MR T.O. Bopela (Chairperson of Council)
Ms. Z. Holtzman (Vice Chairperson of Council)

iseRdiiW.A.vdA gned 30 April 2010
Mr. A. Dramat
Mr. S.K. Mnisi

7. Secretary

The secretary to Council is Zanele Ngcobo.

8. Corporate governance

General

The council is committed to business integrity, transparency and professionalism in all its activities. As part of this commitment,
the council supports the highest standards of corporate governance and the ongoing development of best practice.

The entity confirms and acknowledges its responsibility to total compliance with the Code of Corporate Practices and Conduct
("the Code") laid out in the King Report III on Corporate Governance for South Africa 2009. The council discuss the
responsibilities of management in this respect, at Board meetings and monitor the entity’s compliance with the code on a three
monthly basis.
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Accounting Authority’s Report

Council Members

The Council:
retains full control over the entity, its plans and strategy;
acknowledges its responsibilities as to strategy, compliance with internal policies, external laws and regulations,
effective risk management and performance measurement, transparency and effective communication both
internally and externally by the entity;
is of a unitary structure comprising:
- non-executive directors, all of whom are independent directors as defined in the Code; and
- an executive director.
has established a Board directorship continuity program.

Chairperson and director

The roles of Chairperson and Director are separate, with responsibilities divided between them, so that no individual has
unfettered powers of discretion.

9. Controlling entity

The entity’s controlling entity is Department of Police.

10. Auditors

Auditor-General of South Africa will continue in office for the next financial period.
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Statement of Financial Position
Fig detatseR01021102)s(etoNdnaRniseru

Assets

Current Assets
3831534197146972selbaviecerrehtodnaedarT

Cash and cash eq 10114932555271313stnelaviu

21 136 734 38 292 484

Non-Current Assets
Property, plant and equip 53398741211208114tnem
Intangible assets 5 2 228 316 2 418 485

14 030 428 17 207 820

Total Assets 35 167 162 55 500 304

Liabilities

Current Liabilities
Operating lease liability 6 372 114 244 595
Trade and other pay 52202881450927717selba

18 101 168 19 064 820

Non-Current Liabilities
Retirement benefit oblig 000391100057558noita

Total Liabilities 23 676 168 20 257 820

Net Assets 11 490 994 35 242 484

Net Assets
Accumulated surplus 11 490 994 35 242 484
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Statement of Financial Performance
Fig detatseR01021102)s(etoNdnaRniseru

Revenue 9 85 527 449 84 008 857
Other income 11 540 716 9 888 512
Operating expenses (121 348 338) (98 065 527)

Operating deficit (24 280 173) (4 168 158)
087810274506801eunevertnemtsevnI

Loss on impairment and disposal of assets (319 505) (100 268)
Finance costs 11 (12 356) (3 725)

Deficit for the year (23 751 487) (2 253 371)
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Statement of Changes in Net Assets

Figures in Rand
Accumulated

surplus
Total net
assets

Opening balance as previously rep 5519397155193971detro
Adjustments
Prior year adjustments 19 556 700 19 556 700

Balance at 01 Ap 5585947355859473detatsersa9002lir
Changes in net assets
Deficit for the year (2 253 371) (2 253 371)

Total changes (2 253 371) (2 253 371)

Balance at 01 April 2010 35 242 481 35 242 481
Changes in net assets
Deficit for the year (23 751 487) (23 751 487)

Total changes (23 751 487) (23 751 487)

Balance at 31 March 2011 11 490 994 11 490 994
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Cash Flow Statement
Fig detatseR01021102)s(etoNdnaRniseru

Cash flows from operating activities

Receipts
Sale of goods and services 82 726 835 64 961 970
Interest income 860 547 2 018 780

83 587 382 66 980 750

Payments
Employee costs (52 680 477) (35 692 770)
Suppliers (38 717 953) (38 329 027)
Finance costs (12 356) (3 725)

(91 410 786) (74 025 522)

Net cash flows from operating activities 16 (7 823 404) (7 044 772)

Cash flows from investing activities

Purchase of property, plant and equipment 4 (1 453 555) (934 373)
Purchase of other intangible assets 5 (1 491 587) (43 901)

Net cash flows from investing )472879()2415492(seitivitca

Decrease in cash and cash eq )6403208()64586701(stnelaviu
Cash and cash equivalents at the beginning of the y 7414691310114932rae

Cash and cash equivalents at the end of the year 3 13 172 555 23 941 101
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Accounting Policies

1. Presentation of Annual Financial Statements

The Private Security Industry Regulatory Authority (PSIRA) is an entity domiciled in South Africa.The address of PSIRA is 481
Belvedere Street, Arcadia, Pretoria. The PSIRA is responsible for the regulation of the Private Security Industry as defined in
the Private Security Industry Regulation Act(Act No.56 of 2001)

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board
in accordance with Section 55 of the Public Finance Management Act (Act No. 29 of 1999).

Accounting policies for material transactions, events or conditions not covered by the GRAP reporting framework, have been
developed in accordance with paragraphs 7, 11 and 12 of GRAP 3 and the hierarchy approved in Directive 5 issued by the
Accounting Standards Board.

Assets, liabilities, revenues and expenses have not been offset except where offsetting is required or permitted by a Standard
of GRAP.

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical
cost convention unless specified otherwise. They are presented in South African Rand, which is the functional currency,
rounded to the nearest Rand.

A summary of the significant accounting policies, which have been consistently applied, are disclosed below.

These accounting policies are consistent with the previous period.

1.1 Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the
amounts represented in the annual financial statements and related disclosures. Use of available information and the
application of judgment is inherent in the formation of estimates. Actual results in the future could differ from these estimates
which may be material to the annual financial statements. Significant judgements include:

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-
in-use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions.

The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that the carrying
amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are grouped at the
lowest level for which identifiable cash flows are largely independent of cash flows of other assets and liabilities. If there are
indications that impairment may have occurred, estimates are prepared of expected future cash flows for each group of assets.
Expected future cash flows used to determine the value in use of goodwill and tangible assets are inherently uncertain and
could materially change over time.

Post retirement benefits

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any
changes in these assumptions will impact on the carrying amount of post retirement obligations.

The entity determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to
determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In
determining the appropriate discount rate, the entity considers the interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the
related pension liability.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in
Note 8.
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Accounting Policies

1.1 Significant judgements and sources of estimation uncertainty (continued)

Effective interest rate

The entity uses an appropriate interest rate, taking into account guidance provided in the accounting standards, and applying
professional judgment to the specific circumstances, to discount future cashflows.

Appropriate adjustments have been made to compensate for the effect of deferred settlement terms that have a material
impact on the fair value of the financial instruments, revenue and expenses at initial recognition. The adjustment require a
degree of estimation around the discount rates and periods used.

Allowance for doubtful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate, computed at initial recognition.

1.2 Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during
more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
it is probable that future economic benefits or service potential associated with the item will flow to the entity; and
the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and
rebates are deducted in arriving at the cost.

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the
acquired item’s fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories.

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location
and condition necessary for it to be capable of operating in the manner intended by management.

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property,
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of
property, plant and equipment are accounted for as property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining
inspection costs from the previous inspection are derecognised.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses, except for land.
Land is not depreciated and is carried at cost.

The useful lives of items of property, plant and equipment have been assessed as follows:

arevAmetI ge useful life
Building 02s years

01serutxifdnaerutinruF years
5selcihevrotoM years
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1.2 Property, plant and equipment (continued)
Office equip 5tnem years
Computer equip 3tnem years

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately.

The depreciation charge for the month in which the asset is purchased is calculated for the full month.

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic
benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.

1.3 Intangible assets

An asset is identified as an intangible asset when it:
is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged,
either individually or together with a related contract, assets or liability; or
arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate
from the entity or from other rights and obligations.

An intangible asset is recognised when:
it is probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the entity; and
the cost or fair value of the asset can be measured reliably.

Intangible assets are initially recognised at cost. Subsequent to initial measurement intangible assets are carried at cost less
accumulated amortisation and any accumulated impairment losses.

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

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

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

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows:

efillufesUmetI
Comp 3rehto,erawtfosretu years

Intangible assets are derecognised:
on disposal; or
when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognised in
surplus or deficit when the asset is derecognised.

1.4 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual
interest of another entity.
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1.4 Financial instruments (continued)

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market,
and whose fair value cannot be reliably measured.

Classification

The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

‘

etaCssalC gory
tsocdesitromataderusaemtessalaicnaniFselbaviecerrehtodnaedarT

Cash and cash eq tsocdesitromataderusaemtessalaicnaniFstnelaviu

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

‘

etaCssalC gory
Trade and other pay tilibaillaicnaniFselba y measured at amortised cost

Initial recognition

The entity recognises a financial asset or a financial liability in its statement of financial position when the entity becomes a
party to the contractual provisions of the instrument.

The entity recognises financial assets using trade date accounting.

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

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified financial instruments at cost..

For financial instruments which are not at fair value, transaction costs are included in the initial measurement of the instrument.
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1.4 Financial instruments (continued)

Subsequent measurement of financial assets and financial liabilities

The entity measures all financial assets and financial liabilities after initial recognition using the following categories:
Financial instruments at fair value.
Financial instruments at amortised cost.
Financial instruments at cost.

All financial assets measured at amortised cost, or cost, are subject to an impairment review.

Fair value measurement considerations

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the
entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish what the
transaction price would have been on the measurement date in an arm-slength exchange motivated by normal operating
considerations. Valuation techniques include using recent arm-slength market transactions between knowledgeable, willing
parties, if available, reference to the current fair value of another instrument that is substantially the same, discounted cash flow
analysis and option pricing models. If there is a valuation technique commonly used by market participants to price the
instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relies
as little as possible on entity-specific inputs. It incorporates all factors that market participants would consider in setting a price
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, an entity calibrates the
valuation technique and tests it for validity using prices from any observable current market transactions in the same instrument
(i.e. without modification or repackaging) or based on any available observable market data.

The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on
demand, discounted from the first date that the amount could be required to be paid.

Impairment and uncollectibility of financial assets

The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or group of
financial assets is impaired.

Financial assets measured at amortised cost:

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset-scarrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset-soriginal
effective interest rate. The carrying amount of the asset is reduced directly OR through the use of an allowance account. The
amount of the loss is recognised in surplus or deficit.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly OR by
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount
of the reversal is recognised in surplus or deficit.

Collective assessment of impairment is applied to groups of trade receivables, when there is an indication of impairment in a
group of similar assets. Trade receivables are grouped on the basis of asset type, industry, past due status and credit risk
characteristics that are indicative of the debtor-sability to pay all amounts due according to legislative requirements and
contractual agreements where applicable. The loss event is based on the increased number of delayed payments and the
payment status. Trade receivables outstanding for more than 60 days are considered as indicators for impairment and
indicative of a loss event.
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