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1 Objectives of this statement

The objectives of this statement are to:

11 definethe means by which Multinationalsmay apply for recognitionof Equity Equivalent
Programmes,

1.2 specify how contributingtowards the Ownership Elementof 5-BBEE by Multinatianals
is measurable,

2 Key Measurement Principles

Any Equity Equivalent Contributions towards the Ownership Eiement of B-BBEE made by

Multinationals are measurable against the value of their operations in the Republic of South
Africa

3 Recognition of Equity Equivalent Programmes

31 The Minister may, approvecertainEquity Equivalent Programmes after the Multinational
has consulted with the sectoral line ministry, Premiers or other stakeholders in any
government department, provincial government or local government with respect to
their equity equivalent proposal

32 Any Equity Equivalent Programme forming part of a Sector Code constitutes an
approved programme

33 Equity Equivalent Programmes are preferably Sector Specific. but the Minister may
consider requestsfor approval of programmesthat are not Sector Specific.

34 Equity Equivalent Programmes may involve:

3.4 programmesthat support

34 11 the Accelerated and Shared Growth iritiative for South Africa,

34 A2 the Joint Initiativefor Priority Skills.

3 4 13 the National Skills Development Strategy,

3.42 programmesthat promote enterprise creation in respect of cooperatives that are
34 2.1 morethan 50%owned by black people; or

3.4.2.2 morethan 30%owned by black women; or

3 4 2.3 morethan 50% owned by members of black designated groups, ,

343 any other programmesthat promote Socio-Economic advancement or contribute to
the overall socio development of the Republic of South Africa

35 Equity Equivalent Programmes must include:
351 afull description of programme objectives and projected outcomes:
3 5.2 qualification criteriafor participationinthe programme,

35.3 timelines for implementation and delivery with milestones against which progress is

measurable;and
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354
3.6

3.7
3.7.1
3711

3.7.1.2

37.13

3.7.2

4.1

4.2

4.2.1

4.2.2

4.3

)

5.1
5.1.1

details aboutthe sponsors of the programme

Equity Equivalent Programmes are limited to Multinationals subject to a Global
Practice.

Equity EquivalentProgrammes may have any of the followirg as their beneficiaries

enterprises in which.

black people hold more than 50%o0f the exercisable voting rights and maore than 50%
of the economic interest,

black women hold more than 30% d the exercisable voting rights and more than 30%
of the economic interest,and

Black Designated Groups hold more than 50% of the exercisable voting rights and
morethan 50%d the economic interest; or

communities, natural persons or groups ¢f natural persons where at least 75% of the
beneficiariesare black peopleand the same percentage of economic value 1s derived
by black people

Measurementof Equity Equivalent Contributionsonthe Ownership
Scorecard

The ownershipscoreofa Multinational participatingin an Equity Equivalent Programme
is calculated in terms of paragraph 4 3. A Multinational participating in an Equity
Equivalent Programme cannot receive any points for ownership under any statement
in Code Series 100 other than this statement.

Contributionsto Equity Equivalent Programmes are measuredas actual contributions
made usingthe general principleset out in codeseries 600 and 700 againstany of the
followingtargets.

25% of the value of the South African operations of the Multinational, determined
using a Standard Valuation; or

4% of Total Revenue from its South African operations annually over the period of
continued measurement;

The Ownership Score under an Equity Equivalent Programme usingeither of thetargets

in paragraphs 4.2 mustbe caiculated in terms of Annexe 103(A).

Examples of Equity Equivalent Programmes

Enterprisecrestion:

If the equity equivalenteontribution of a Multinational involves the creation of a new
Enterprise.

5.1.1 1 the new Enterprise mustqualify as a Value-Adding Enterprise;

5.1.1.2 the creation of the new Enterprise must comply with the requirements for a Qualifying

Transaction as defined in statement 102;

51.1.3 the creation of the new Enterprise cannot contributetothe Multinational’sscoreunder
Code series 600, and
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5.1.1.4 the equity equivalent contribution must involve the provision of interest free loans,
No-GainGrants or Human Capital Investmentstothe new Enterpriseequivalentinvalue
to 50% of the new Enterprise'sprojected operationalcosts for the first3 years following
its establishment

5.2 Investment in social advancement:

5.2.1 An equity equivalent contribution of a Multinational that involves enhanced Socio-
Economic Development.

5.2.1.1 mustcomplyfully with Code series 700; and

5.2.1.2 cannot form part of the Multinational'sscore under Code series 700.

6 Specific Rules on Multinationals

6.1 Any contributionstowards the ownership Element of B-BB-BBEE made by Multinational
Businesses or South African Multinationalsare measurable against the value of their
operations inthe Republic of South:Africa.

6.2 In calculating their ownership score, Multinational Businesses and South African
Multinationals must apply the Exclusion Principleto any portion of the business value
of their South African operations gained from non-South African sources. A Standard
valuation method must be used to determine the value df the South African
operations.

6.3 In calculating their ownership score, Multinational Businesses may recognise sales of
Equity Instruments in non-South African Enterprisesto black people, on the following
basis:

6.3.1 the non-South African Enterprise must form part of the chain of ownership between
the Multinational Businessand its eventual holding company; and

6.3.2 the transaction must comply with South African exchange control requirements; and

6.3.3 the percentage of the value of the Equity Instruments sold tO0 the value of the
Multinational Business representsthe recognisable black claimto Economic Interest
and

6.3.4 the percentage of Exercisable Voting Rights ceded to the buyers of the Equity
Instruments in the Multinational Business representsthe recognisable black right to
Exercisable Voting Rights; and

6.3.5 the rights of ownership in the Equity Instrumentsare comparable to rights that would
have accrued had the Equity Instrument B-BBEER in the Multinational Business.
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ANNEXE 103(A)

This formula is for determining the Ownership Score under an Equity Equivalent Programme

using either of the targets in paragraph 5.2, where the contribution is made upfront on a once
off basis

This formula is far determining the Ownership Score under ar Equity Equivalent Programme

using either of the targets in paragraphs 5.2, where the cont ibution is made on an annual
basis towards a ten year target i =e frliawe:
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1 Objectives of this Statement

The objectives of this statement are to specify:
1.1  the scorecardfor measuringthe ManagementControl Element of B-BBEE;

1.2 define the key measurement principles associated with the Management Control
Elementof B-BBEE; and

1.3 the calculationsfor measuringcompliance.

2 Management Control Scorecard

Thefollowingtablerepresentstheindicatorsandmethodfor calculatingascorefor Management
Control under this statement:

2.1 Board participation:.

2.1.1 Exercisable Voting Rights of black Board members | 3 - B50%
using the Adjusted Recognition for Gender
2.1.2 Black Executive Directors using the -Adjusted | 2 50%

Recognition for Gender

2.2. Top Management:

2.2:18lack Senior Top Management using the Adjusted | 3 4%
Racognition for Gender
2.2.2 Black Other Top Management using the Adjusted | 2 | 40%
Recognition for Gender ) ! |
2.3 Bonus points: |
! ll Black Independent Non:Executive Board Members ; 1 ]}[ 40% ' f

3 Common Examples of top Management

The inclusion of the following examples of Top Managementis for guidance purposes only

3.1 Senior TopManagement positions include thechief executiveofficer.thechief operating
officer, the chief financial officer and other people holdingsimilar positions

3.2 Other Top Management positions include the chief information officer the head o
marketing,the head of sales, the head of public relations, the head of transformation,
the head of human resources and other people holdingsimilar positions

4 Key Measurement Principles

4.1 A Measured Entity receives points by meeting the targets for participation of black
people and black women at Board and Top Management level

4.2 A Measured Entity must use the data in calculating its score under the Management
Control scorecard used in its returns filed with the Department of Labour under the
Employment Equity Act. This does not apply to Measured Entities exempt from filing
such returns

4.3 A Measured Entity that does not distinguish between Top Management and Senior
Management may includeits Senior Management under this statement. If a Measured
Entity adopts this approach -
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431 the correspondingtargets for Senior Managementin Code series 300 will apply to the
Management Control scorecard,

4 3.2 Senior Management included in this statement is not measurable under
statement 300

4.4 Ifa Measured Entity does not distinguish between Senior Top Managementand Other
Top Management.then Top Management is measurable as a single indicator with a
Weighting of 5 points under paragraphs2 2.1and2.2.2

45 If Measured Entities do appoint Non-Executive Independent Board Members, they
are encouraged to appoint persons who do not serve in that capacity for any other
Measured Entity.

5 Calculating the Adjusted Recognitian for Gender

The Adjusted Recognition for Gender is calculated in terms of formula "A" in Annexe 200(A).

6 Calculating Compliance

61 The ManagementControl indicators providedfor inthe Management Control Scorecard
must be calculated interms of formulas 'B' and 'C" in Annexe 200(A)

6.2 If a Measured Entity gains a score for a Management Control indicator that is more
than the relevant weighting points, that Enterprise wili only receive the Weighting

points.
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ANNEXE 200(A)

A: calculation of the Adjusted Recognition for Gender
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B: Calculating Compliance

The calculation of the management indicators provided for in paragraphs 2 1.121.2..22 1
and 2.2.2is asfollows:
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1 Objectives of this statement
The objectives of this statementaret o

1.1 specify the scorecard for measuring Employment Equity contributions to 8-BBEE;

1.2 define the key measurement principles for measuring the Employment Equity
contrivutions to B-BBEE; and

13 define the formula for calculatingthe score for Employment Equity.

2 Employment Equity Scorecard

21 The following table representsthe criteria used for deriving a score for Employment
Equity under this statement:

241 Biack Disabled Employees as a percentage of all | 2 2% 3%
employses using the Adjusted Racognition for Gender

212 Black smployses in Senior Management as &1 5 43% 80%
percentage ofail suchemployeesusing theAdiustad Recognition

for Gender

2.1.3 Black employees in Middle Managament as al4 63% 75%

percentage ofall suchemployees using the Adjusted Recognition
1 for Gender !

[ i - " iuni P ! ‘ G5% | 80%
1214 Black empleyees v junior Management as a: 4 i

:‘ percentage ofalt such employees using the Adjusted Recognition z

1 for Gander !

% 215 Bonus point for meeting or exceeding the EAP targets | 3

i

i ineachcategory under 211 to 24 4

2.2 The Weighbng points in the Employment Equity scorecard represent the maximum
number of points possiblefor each df the criteria.

3 Key Measurement Principles

3.1  Wherever possible.a MeasuredEntity must usethedata thatitfiles with the Department

of Labour under the Employment Equity Act in calculating its score under the
employment equity scorecard.

3.1.1 No Measured Entity shall receive any points under the Employment Equity Scorecard
unless they have achieved a sub-minimumof 40% o each of thetargets setaut on the
Employment Equity Scorecard in respect of the both five year periods.
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3.2 In order for a Measured Entity to achieve bonus points at a particular level, the entity
needs to meetor exceed the EAP targets

3.3 A Measured Entity exempt from filing returns must compile its data for calculatingits
score under the Employment Equity Scorecard using the guidelines set out in the
Employment EquityAct and its EE Regulations.

34 If the organisational structure of a Measured Entity does not distinguish between
Middle Managementand Junior Management, it can consolidate those Measurement
Categories against the targets for Junicr ‘Management. The weighting points for the
Measurement Categories must be adjusted as follows:

3.4.1 Senior Management - 8 points;
3.4.2  Junior Management- 6 points
3.5 Black women employees i each Measurement Category qualify for enhanced

recognition usingthe Adjusted Recognition for Gender.

4 Calcutating the Adjusted Recognitionfor Gender

The Adjusted Recognitionfor Gender is calculated in terms of the formula set out in Annex
{300A).

5 Measurement of the Employment Equity Criteria

The criteria inthe Employment Equity scorecard is measured interms of the formula set out in
Annex 300(A)
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ANNEX 300 (A)
A CALCULATING THE ADJUSTED RECOGNITION FOR GENDER

The calculation of the Adjusted Recognition for Gender IS as follows:

B: Measurement of the Employ,y,ent Equity Criteria

This equation explains the method of measurement of the criteria in the Employment Equity
scorecard:




54 No. 29617 GOVERNMENT GAZETTE, 9 FEBRUARY 2007

Issued under section 9 of the Broad-Based Black Economic Empowerment Act of 2003

Arrangement of this statement




STAATSKOERANT, 9 FEBRUARIE 2007 No.29617 55

| Objectives of this Statement

The objectives of this statement are to specify
1.1 the scorecard for measuringthe Skills DevelopmentElement of B-BBEE,

1.2 define the key measurement principles associated with the Skills Development
Element; and

13 the formulafor measuring the Skills DevelopmentElement of B-BBEE.

2 The Skills Development Scorecard

2.1 The following table represents the criteria used for deriving a score for Skills
Developmentunder this statement.

121.1.1 skills Development Expenditure on Learning | € 1 3%
i Programmes specified in the Learning Programmesl
! Matrix for black employees as a percentageof Leviable !
! Amount usingthe Adjusted Recognition for Gender ?

Programmes specified.in the Learning Programmes Matrix !
for. black employees with disabilities as a percentage

21.1.2 Skills Development Expenditure on: Learning { 3 7§ 0.2%
I I
| |

of Leviable Amount using the Adjusted Recognition for | |

Gender.r

212 Learnerships

| 2.1.21 Numbér of biack employees participating | |6 5% !
in Learnerships or Category B, C ahd D" Programmes |
as-a percentage of total employeas using the Ad;usted
Recognition for Gender

2.2 The Weighting points in the Skills Developmentscorecard represent the maximum
number of points possible for each of the criteria.

3 Key Measurement Principles

3.1 Measured Entities receive points on the Skills Developmentscorecard only if:

3.3.1 they are in- compliance with the requirements of the Skills DevelopmentAct and the
Skills Development Levies Act;

3.1.2 they have registeredwith the applicable SETA,
3.1.3 they have developed a Workplace Skills.Plan; and

3.14 they have implemented programmestargeted at developing Priority Skills generally,
and specifically, for black employees.

3.2 Expenses on scholarships and bursaries for employees does not constitute Skills
Development Expenditure if the Measured Entity can recover any portion of those
expensesfrom the employeeor if the grant of the scholarship or bursaryis conditional
Despitethe afore going, if the right of recovery or the condition involves either of the
following obligations of the employee. the expenses are recognisable:

3.2.1 the obligationof successful completionintheir studies withinthe time period allocated,
or
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3.2.2 the obligation of continued employmentby the Measured Entityfor a period following
successful completion of their studies is not morethan the period of their studies

3.3 Any Skills Development Expenditureby a Measured Entitythat isan ABET programme is
recognisable at a multiple of 1.25 to the actual value of such Skills Development
Expenditure

34 Skills Development Expenditure includes any legitimate expenses incurred for any
Learning Programmeoffered by a Measured Entity to its employees evidenced by an
invoice Or appropriate internal accounting record.

35 Skills Development Expenditurearisingfrom Uncertified Learning Programmesor from
Category G Learning Programmes under the Learning Programmes Matrix cannot
represent more than 15% of the total value of Skills Development Expenditure

3.6 Legitimatetraining expenses includes:

3.6.1 costs of training materials;

36.2 costsof trainers;

3.6.3 costs of training facilities includingcosts of catering;
364 scholarships and bursaries;

36.5 coursefees.

36.6 accommodationand travel; and

367 administration costs such as the organizationdf training including, where appropriate,
the cost to the Measured Entity of employing a skills development facilitator or a
training manager.

3.7 Salaries or wages paid to an employee participating as a learner in any Learning
Programmeonly constitute Skills Development Expenditureif the LearningProgramme
is a Learnershipor falls within Category B; C; or D of the LearningProgrammeMatrix.

4 Calculating the Adjusted Recognition for Gender

The calculation of the Adjusted Recognition for Gender is set out in formula “A" in Annexe
400(B)

5 Measurement of Skills Development Indicators

Theformulathat explainsthe method of measurementof the criteria in the Skills Development
scorecard is interms of formula “B” in Annexe 400(B)

6 The Learning Programme Matrix

The Minister may from time to time, by noticein the gazette, revise or substitute the Learning
Programme Matrix. Any changes will only be applicable to Compliance Reports prepared
for a Measured Entity for the first 12-month period following the gazetting of a revision or
substitution
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Annexe 400A - Learning Programme Matrix

4 1

- il

A | Institution-based theoretical | Institutional Institutions such | Recognised theoretical |

i instruction alone = formally | instruction as universities | knowledge resulting in the |
| assessed by the institution andcolleges, achievementof a degree, i
schools, ABET diploma or certificate issued |
providers by an accredited Or registered |
formal institution of leaming

B Institution-based theoretical | Mixedmode delivery | Institutions such | Theoretical knowledge and
instruction as well assome | with institutional as universities | workplace sxperence with
practical learningwith an instruction as well as | andcolleges, set requirementsresultingin =~ |
employer or inasimulated | supervisedlearning | schools, ABET the achievementof a degree. |
work environment - formally | in an appropriate providersand diploma or certificate issued i
assessed through the workplace oy workplace by an accredited or registered |
institution simulated work formal institution of learning

! environment
F

C Recognisedor registerad Structured learning Workplace Occupational or professional
structured experiential inthe workplace knowledge and experience
learning inthe workplace with mentoringor formally recognisedthrough
that is required after coaching registration or licensing
the achievementof a
qualification = formally :
assessed by a statutory
occupatronalor professional

! body !

D Occupationally-directed Institutional Institutronand Theoretical knowledgeand
instructional and work- instruction together workplace i workplace learning. resulting
based learning programme  with structured, inthe achievementofa South
that requiresa formal supervised African Qualifications Authority
contract - formally experientiallearning registered qualification, a
assessed by anaccredited  inthe workplace certificate or other similar
body occupational or professional

qualification issued by an
accredited or registeredformal
institution of learning .
E Occupationally-directed Structured, "‘Workplace Creditsawarded for registered
instructional and work- supervised iand some unit standards
i based learning programme | experientiallearning | institutional as
thatdoes notrequire a inthe workplace well as ABET
formal contract - formally which may include providers
assessed by anaccredited i some institutional
body instruction
' F Occupationally-directed Structured Institutions, Continuingprofessional
.informal instructional informationshanng | conferences development, attendance
programmes or directinstruction and meetings certificates and creditsagainst
involvingworkshops, registered unitstandards (in
seminarsand some instances)
conferences and
short courses

G Work-based informal Informaltraining Workplace Increased understand of job ;
programmes or work context or improved ;

performanceor skills |
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ANNEXE 400(B)

A: Calculatingthe Adjusted Recognitionfor Gender

The calculation of the Adjusted Recognition for Gender is as follows

B: Measurement of Skills Development Indicators

This formula explains the method of measurement of the criteria in the skills Development
scorecard:
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| Objectives of this Statement

The objectives d this statement are to specify:
1.1 the Preferential Procurementscorecard;

1.2 the key measurement principles applicable to calculating Preferential Procurement
contributionsto B-BBEE;

1.3 a basis for the award of an enhanced recognition status t0 certain categories of
Preferential Procurement;

14 principles applicable when calculating BBBEE ProcurementSpend; and

1.5 the formula for calculating the indiidual criteria specified in the Preferential

Procurementscorecard
2 Preferential Procurement Scorecard
21 The following table represents the criteria for deriving a score for Preferential

Procurement under this statement

214 B-BBEE Procurement Spend from all Suppliers based | 12 50% ': T0%
on the B-BBEE Procurement Recognition Levelsasa percentage !

of Total Measured Procurement Spend

2:1.2 B-BBEE Pracurement Spend from Qualifying Smail | 3 10% 15%
Entarprises. .or Exempted Micro-Entemrises based on the
applicable B-BBEE Procurement Recognition Levels as a {
percentage of Total Measured Procurement Spend )

213 B-BBEE Procurement:Spend from any of the following | 5 18% 20%
Suppliers as a percentage. of Total Measured Procurement
Spend:

, !
1 2.1.3.1 Suppliers that are 50% black owned (3 out of 5
i points);ar |

12132 Suppliersthatare30%black womenowned. (2 out of
|5 paints) i

b e

3 Key Measurement Principles

3.1 TheWeightingpointsinthe Preferential Procurementscorecardrepresentthe maximum
number of points possiblefor each of the criteria.

32 All goods and services procured by the Measured Entity, other than any portion
specifically excluded interms of this statement, is measurable in calculating its Total
Measured Procurement Spend

3.3 If a Measured Entity procures goods and services from a Supplier that IS.

3.31 arecipient of enterprise development contributions from the Measured Entity under
Code series 600, the recognisable B-BBEE ProcurementSpendthat can be attributed
to that Supplier B multiplied by a factor of 1.2;and

3.3.2 a Value-Adding Supplier, the recognisable B-BBEE Procurement Spend that can be
attributed to that Supplier B multiplied by a factor of 1.25.

34 This statement applies to all areas of procurement.
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4 Black Owned Professional Service Providers and Entrepreneurs

4.1 A key intention of this statementisto promote the use by Measured Entities. f black
owned professionalservice providers and entrepreneurs as suppliers.

42 Black owned professionalservice providers and entrepreneursthat comply with allthe
elements of the Codes:

42.1 qualifyfor recognition in all three criteria in the preferential procurement scorecard:
and

4 2 2 qualify as value-addingsuppliers thereby attracting the benefits in paragraph 3.3.2

5 Total Measured Procurement Spend

The following procurementis measurable within Total Measured Procurement Spend:

5.1 Cost of sales all goods and services procuredthat comprise the cost of the sales of
the Measured Entity,

5.2 Operational expenditure: all goods andservices procuredthat comprisethe operational
expenditure of the Measured Entity:

5.3 Capital expenditure: all capital expenditure incurred by the Measured Entity:

5.4 Pubtic sector proc urement: all goods and services procured from organs of state and
public entities listec in Schedules 2 and 3 to the Public Finance Management Act
of 1998:

5.5 Monopolistic procurement: all goods and services procured from suppliers that enjoy
a monopolistic position:

5.6 Third-party procurement: all procurement for a third-party or a client, where the
cost of that procurementis an expense recorded in the Measured Entity’s annual
financial statements,

5.7 Labour brokers and independentcontractors: any procurementof the Measured Entity
which is Outsourced Labour Expenditure;

5.8 Pensionand medical aid contributons: payments madeto any post retirementfunding
scheme or to a medical aid or similar medical insurer by a Measured Entity for its
employees, excluding any portions of such payments which are a contribution to a
capital investment of the employee. The scheme or insurer must issue a certificate
dividingpayments betweenthecapital investmentportionandthe balanceto establish
the amountthat is measurable within Total Measured Procurement Spend,;

5.9 Trade commissions: any commissions or similar payments payable by a Measured
Entity tOany other person pursuantto the business or trade of the Measured Entity;

5.10 Empowerment related expenditure: all goods and services procured in carrying out
B-BEEE. The Total Measured Procurement Spend does not include the actual
cantribution portion recognise d under Code series 600 or 700 but does include any
expenditure incurred in facilital ingthose contributions;

5.11 Imports.all goodsandservicesthat are importedor procured from a non-South African
source; and
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5.12

6

Intra-group procurement. except as provided in statement 002, all goods and services
procured from subsidiaries or holdingcompanies of the Measured Entity

Exclusionsfrom Total Measured Procurement Spend

The following list is the only permissible exclusions from Total Measured Procurement Spend
recognisableinterms of paragraph 5:

6.1

6.2
62.1

6.2.2

6.3

6.4

6.5
6.5.1
6.5.2

6.6
6.6.1

6.6.1.1
6.6.1.2

6.6.2

662.1
66.2.2

Taxation: any amount payable to any person which represents a lawful tax or levy
imposed by an organ of state authorised to impose such tax or levy, including rates
imposed by a municipality or other local government,

Public sector procurement:

all goods and services procured from organs d state and public entities listed in
Schedule Jof the Public FinanceManagementAct of 1999 Despitethis, procurement
by:a Meay ured Entity from a local government authority, which is a reseller of that
service, is measurable at the B-BBEE Recognition Level of the primary Supplier of the
service: an

inany event, any procurementof any goods or services from any organ of state or public
entity that enjoys a statutory or regulated monopoly in the supply of such goods or
services, is excluded;

Salaries, wages, remunerations, and emoluments. any amount payableto an employee
as an elementof their salary or wage and any emolumentor similar payment paid to a
director of a Measured Entity,

Pass-throughthird-party procurement: all procurementfor a third-party or a clientthat
Is recordedas an expense inthe third-party or client's annual financial statements but
is not recordedas such inthe MeasuredEntity' s annual financial statements:

Empowerment related procurement:
investmentsin or loansto an Associated Enterprise,

investments, loans or donations qualifyingfor recognition under any statement under
Code series 600 a 700,

Imports: the following imported goods and services.

imported capital goods or components for value-added production in South Africa
providedthat:

there is no existing local production of such capital goods or components:and

importingthosecapital goods or components promotesfurther value-added production
within South Africa,

imported goods and services other than those listed in paragraph 6 6 1if there is no
local production of those goods or services including, but not limited to. imported
goods or servicesthat -

carry a brand differentto the locally produced goods or services: or

have different technical specifications to the locally produced goods or services




STAATSKOERANT, 9 FEBRUARIE 2007 No. 29617 63

7 Measurement of B-BBEE Procurement Spend

71 5BBEE ProcurementSpend Is the value of the procurement falling within paragraph
5 and not excluded by paragraph6 If a supplier falls within a category of supplier
listed in paragraph 3.3 or 4, the value of procurementfrom that supplier is multiplied
bythe applicablefactor listed in paragraph 3 3.

7.2 B-BBEE Procurement Spend can be measured in terms d formula “A” in
Annexe 500(A)

73 The B-BBEE Procurement Spend for a Measured Entity in respect of a supplier IS
calculated by multiplyingthespend contemplated by paragraph5 (and notexcluded by
paragraph 6) in respectd that supplier by the supplier‘s B-BBEE Recognition Level

74 A Measured Entity’s Total ProcurementSpend is the total of all amounts calculated n
terms of paragraph7 3

The Calculation of Preferential Procurement Contributionsto 8-&BEE

8.1 A Measured Entity receives a score for procurementin proportionto the extentthat it
meets the compliance target.

8.2 The Measured Entity’s score for Preferential Procurement contributions to B-BBEE
under the preferential procurementscorecard can be calculated in terms of formula
“8” 1 Annexe 500(A).
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ANNEXE 500(A)
A B-BBEE PROCUREMENT SPEND.

5 THE CALCULATION OF PREFERENTIALPROCUREMENT CONTRIBUTIONS TO B-BBEE
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1 Objectives of this statement

The objectives of this statement are to specify:
1.1  the Enterprise Development (ED)scorecard;

1.2 the key measurement principles for calculating Qualifying Enterprise Development
Contributions; and

1.3 the formula for calculating the individual criteria specified in.the ED scorecard.

2 The Enterprise Development Scorecard

2.1.1 The NPAT or averagetarget applies unless:

2.11. 1the company does not makea profit lastyear or on avefage over the [ast five years
2.1 12 the net profit margin is lessthan a quarter of the norm in the industry.

2.1.2 Ifthe Tumover is to be used, the target will besetat

2.1.2.1 3% x Indicative Profit Margin {NPAT/Turnover} X Tumover

2.4.2.2 Indicative profit margin is the profit margin inthe last year where the company's profit
margin 1s at least one quarter of the industry norm.

2.2 The following table represents the criteria and method used for deriving a score for
Enterprise Developrrent under this statement:

| Average annual vaiue of all Entefprise Development | 15
| Contributions and Sector Specific Programmes |

{ made by the Measured Entity as a percentage of the

ii 3%of NPAT

L mmreme

(
|
i
i
!
i

2.3 The weighting points in the ED scorecard representthe maximum number of points
possiblefor each of the criteria.

3 Key Measurement Principles
3.1 General principles:

3.11 Measured Entities receive recognition for any Qualifying Enterprise Development
Contributions that are quantifiable as a monetary value using a Standard Valuation
Method

31.2 Qualifying Enterprise Development Contributions of any Measured Entity are
recognisablecumulatively.

3.1.2 1 from the commencement date o this statement, OF an earlier date chosen by the
Measured Entity(the Inception Date), until the date of measurement

31.2.2 The inception date chosen by the Measured Entity must not be eatlier than 5 years
beforethe commencement date of this statement, and binds the Measured Entity for
the duration of this statement

3 1.2 3 No portion of the value of any Qualifying Enterprise Develapment Contribution that
is payable to the beneficiary after the date of measurement can form part of any
calculation under this statement
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32 Recognition of Enterprise Development Contributions.

32 1 Enterprise Development Contributions consist of monetary or non-monetary,
recoverable or non-recoverable contributions actually initiated and implemented
In favour of beneficiary entities by a Measured Entity with the specific objective of
assisting or accelerating the development, sustainability and ultimate financial and
operational independenceof that beneficiary This is commonlyaccomplishedthrough
the expansion of those beneficiaries’ financial and/or operational capacity

322 Thefull value of CategoryA Enterprise DevelopmentContributions, adjusted usingthe
Benefit Factor, multiplied by 1.25is recognisable.

323 Thefull value of Category B Enterprise DevelopmentContributionsis recognisable

3 2.4 Recognition of Enterprise DevelopmentContribution IS limited to QualifyingEnterprise
Development Contributions made to beneficiary entities However, historical
contributions to non-qualifying beneficiaries are considered as Qualifying Enterprise
Development Contributions if

3 2 4 1 those contributions were initiated by the Measured Entity in favour of the beneficiary
on the understandingthatthe Seneficiary,as a result of those Enterprise Development
Contributions, would over time meetthe requirementsof a beneficiary entity. Forthe
purposes of this paragraph-

3 2.4 1.1 contributions commenced before the commencement date of the Codes, must
be shown to have involved agreementbetweenthe Measured Entityand the beneficiary
that the support received be used, at least in part, for the purposes of improvingthe
beneficiary’s overall BEE compliance level, and

3.2.4 1.2 contributions commenced after the commencement date of the Codes. must
be in terms of a written agreement betweenthe Measured Entity and the beneficiary
recordingthat support received be used, at least in part, for the purposes of meeting
the definitional requirements of a beneficiaryentity, and

3.2 4 2 the beneficiary has met the definitional requirementsof a beneficiary entity
325 Thefollowing is a non-exhaustive list of Enterprise DevelopmentContributions:
3.2.5.1 grant Contributionsto beneficiary entities,

3.2 52 investments in beneficiaryentities:

3.2.5.3 loans madeto beneficiary entities:

3.2.5.4 guarantees given or security provided on behalf of benéeficiaries,

32.55 creditfacilities made available to beneficiaryentities;

32.5.6 direct costs incurred by a Measured Entrty in assistingand hasteningdevelopment of
beneficiaryentities;

3.2.57 overhead costs of a Measured Entity directly attributable to Enterprise Development
Contributions,

3.2 5.8 Enterprise Developmentor developmental capital advancedto bsneficiaryentities,

3 2.5.9 preferential credit terms granted by a Measured Entityto beneficiary entities:

32.5 10 preferential terms granted by a Measured Entity in respect of its supply of goods or
servicesto beneficiary entities,
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3.25.11 contributions made to settling service costs relating to the operational or
financial capacity or efficiency levelsof a beneficiary entities.

3.2.5.12 payments made by the Measured Entity to third parties to perform enterprise
development on the Measured Entity's behalf:

32513 discounts given to beneficiary entities in relation to the acquisition and
maintenancecosts associatedwith the grantto those beneficiary entities of franchise,
licence, agency, distribution or other simitar business rights,

32.5.14 the creation or development of capacity and expertise for beneficiary entities
needed to manufacture or produce goods or services previously not manufactured,
produced or provided inthe Republic of South Africa,

3.2.5.15 facilitating access 1 credit for beneficiary entities without access to similar
credit facilities through traditional means owing to a lack of credit history, high-risk or
lack of collateral,

3.2516 provision of training or mentoring to beneficiary entities which will assist the
beneficiaryentities to increasetheir operattonal or financial capacity; and

3.2.5.17 the maintenance by the Measured Entity of an enterprise development unit
which focuses exclusively on support of beneficiary entities or candidate beneficiary
entities

3.26 The creation or developmentof the capacity of beneficiary entities which will enable
them to manufacture and produce goods or provideservices previously not available
in the Republic of South Africa, may constitute an Enterprise Development
Contribution.

327 New projects promoting beneficiation may constitute an Enterprise Development
Contribution

3.28 Provisionof preferentialcreditfacilitiesto a beneficiaryentity by a Measured Entity may

constitute an Enterprise Development Contribution Examples of such contributions
include without limitation

3.2.8.1 provisionof financeto beneficiary entities at lower than commercial rates of interest,

32 82 relaxed security requirements or absence @ security requirements for beneficiary
entities unableto provide securityfor loans, and

3.2 8.3 settlement of accounts with beneficiaryentities over a shorter period of time in relation
to the Measured Entity's normal payment period. provided the shorter period is no
longer than 10 days:

329 providingtrainingor mentoringto beneficiarycommunitiesby a Measured Entity. (Such
contributions are measurable by quantifying the cost d time (excluding travel or
commuting time) spent by staff or management of the Measured Entity in carrying
outsuch initiatives A clearjustification, commensuratewith theseniority and expertise
of the trainer or mentor, must support any claimfor time costs incurred)

3 2 9 1 Maintainingan enterprisedevelopment unit by the Measured Entity (Onlythat portion
of salaries and wages attributableto time spent by the staff in, and the other expenses
related to, promoting or implementing enterprise development constitute
contributions)
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3.29.2 Payments made by the Measured Entity to third parties to perform enterprise
development on the Measured Entity’s behalf

4 Measurementof Qualifying Contributions

QualifyingContributions are measurable usingthe formula “ A in Annexe 600(B)

5 The Benefit Factor Matrix

The Minister may from time to time, by notice in the gazette, revise or substitute the Benefit
Factor Matrix. Any changes will only be applicable to Compliance Reports prepared for a
Measured Entity in respect of the first 12-month period followingthe gazettingof a revision or
substitution.
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Annexe 600(A) - Benefit Factor Matrix

Grantand Related Contributions

1
1
1
i
1
i
(
i
i
d

Grant Contribution il Full Grant Amount IL 100%
] e . . |
Direct Cost incurred in supporting i Verifiable Cost (including both E 100% |
enterprise development 1 monetary and non-monetary) i
Discounts in addition to normal Discount Amount (in. addition to 100%
business practices supporting normal business discount)
| enterprise development
Overhead Costs incurred in supporting | Verifiable Costs.(including both 80%
entsrplise development (including monstary.and non-monstary)
people appointed in enterprise
development)
Loans and Related Contributions
Interest-Fres Loan with no security Outstanding Loan Amount 100%
requirements supporting enterprise
development ;
Standard Loan to Black Owned EME { Outstanding Loan Amount 70%
and QSEs
Standard Loan provided to other Outstanding Loan Amount 60%
Beneficiary Enterprises i
| Guarantees providedon behalfota | Guarantee Amount %
| Beneficiarventity |
Lower Interest Rate § Outstanding:loan amount i Prime Rate-~ Actual Rate
Equity Investments and Related Contributions
i Minority Investmentin Black Owned i InvestmentAmount ’E 100% '
LEME and QSEs | 4 |
i Minority lnwestment in Other i InvestmentAmount E 80% |
Beneficiary Enterprises ) i |
Enterprise Development Investment | InvestmentAmount Dividend Rate of Ordinary
|

Shareholders = Actual Dividend
Rate of Contributor

with lewer dividend to financier

!
i
;
.
H
!
i
t
i
i
| Contributions made in the form of human resource capacity
i
i
i
i
i
!
!
'
!
i
i

Professionalservicesrendered at Commercial hourly rate of 80%

no cost and supporting enterprise professional

development

less the number of days from
invoice to payment

i
| |
Professionalservices renderedata (, Value of discountbasedon 80%
! discount and supportingenterpriae 1 commercial hourly rate of
! development ; professional ‘ ,
' Time of employees of Measured Entity g Monthly salary divided by 180 i 80% ’
grodu_ct_ivel deployed in assisting | ' |
eneficiaries I 1
Other Contributions "|
Shorter payment periods ‘f Percentage of invoicedamount | Percentage being 15days !
|
i

|
i
1
i
i
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ANNEXE 600(B)

A: Qualifying Contributions are measurable on the following basis:






