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Basic Broad — Based Black Economic Empowerment (B-BBEE) in South Africa
(General Codes)

The Broad — Based Black Economic Empowerment (B-BBEE) Act, 53 of 2003* and
the Codes of Good Practice,> were drafted with the intention of redressing the
inequalities caused by apartheid.® Both pieces of legislation have since undergone

amendments which took effect on 1 May 2015.

The B-BBEE legislation identifies different sector codes for different sectors. For
example, amongst the various sector and sector codes, the IT Sector must apply the
ICT Sector Code, the Property sector must apply the Property Sector Code and the
Agricultural sector must comply with the AgriBEE sector Code. This article is based
on the General Sector Code which would for example, cover all manufacturing

businesses in South Africa such as the OEM’s and the tier one (1) suppliers
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manufacturing to supply to the OEM’s. CY Projects is equipped to assist with
compliance across all the B-BBEE sector codes.

The B-BBEE Legislation seeks to contribute to the economic transformation of South
African economy,* by increasing the legal compliance with five elements of B-BBEE,
namely: Ownership, Management Control, Skills Development, Enterprise and
Supplier Development and Socio-Economic Development.® The maximum points an
enterprise may score in terms of the Amended Codes is 118 points as opposed to the
previous Codes of 107 points.®

Black, as defined in the B-BBEE legislation, is a generic term which refers to: Africans,

Coloureds and Indians’ (including Chinese)?:

() “Who are citizens of the Republic of South Africa by birth or
descent; or

(i) Who became citizens of the Republic of South Africa by
naturalisation:

o Before 27 April 1994; or

e On or after 27 April 1994 and who have been entitled to acquire
citizenship by naturalisation prior to that date.”®

B-BBEE compliance in the private sector is voluntary unless the business is listed on
the Johannesburg Stock Exchange (JSE) or procures (tenders) with the government.1°
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There are three (3) categories of business types in terms of the B-BBEE legislation,

namely:

(1 Exempted Micro-Enterprises (EME’s): turnover that is equal to or less than
R10 000 000.00 (ten million rand);!

(i) Qualifying Small Enterprise (QSE’s): turnover that is between R10 000 000.00
and R50 000 000.00 (ten million and fifty million rand);*?

(i)  Generic Enterprises: turnover greater than R50 000 000.00 (fifty million rand).*3

The 1 December 2019 brought about the latest amended B-BBEE Codes of Good
Practice’* which amends the Preferential Procurement and Skills Development

scorecards.
The points for each element reflect as follows:*®

Table 1.1: B-BBEE Codes and Points

Previous B-BBEE | Amended B-BBEE
Element Codes Codes
1. Ownership 23 points 25 points
2. Management Control 11 points 19 points
Consolidated into the
3. Employment Equity 18 points element of Management
Control

n GN R3 Codes of Good Practice, GG 36928 of 2013-10-11.

12 GN R4 Codes of Good Practice, GG 36928 of 2013-10-11.

13 GN R6.4 Codes of Good Practice, GG 36928 of 2013-10-11.

14 General Notice, GeN 303 of 2019, Department of Trade and Industry, Broad-Based Black
Economic Empowerment Act (303/2019): Issue of Codes of Good Practice (Government Gazette
09 April 2019, No. 42496) https://bbbeecommission.co.za/b-bbee-codes-of-good-practice/
(accessed 2020-01-20).
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09 April 2019, No. 42496) https://bbbeecommission.co.za/b-bbee-codes-of-good-practice/
(accessed 2020-01-20) 11; Balshaw et al BEE Amended Codes and Scorecard (2014) 21.
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4. Skills Development 15 points 25 points

5. Enterprise and Supplier . .
P PP No previous element 44 points

Development

5.1. Preferential

20 points 29 points
Procurement
No  previous  sub-
5.2. Supplier 10 points
Development element
5.3. Enterprise
Development 15 points 7 points
6. Socio-economic ) )
5 points 5 points

Development

B-BBEE ratings, or levels are categorised as follows, with one (1) being the best and
nine (9) being the worst. Thus, the lower the B-BBEE level, the better the B-BBEE
status is for the business. The text in the second column depicts the previous Codes
targeted score for each contributor level:'*® The consequences of the business
receiving a poor B-BBEE level score impacts directly on the business’s actual
Preferential Procurement (the power or ability to buy or procure in the market or with

the government).

The Amended Codes categorised three elements as priority elements. This means
that a generic entity, for instance, must obtain a minimum of 40% for that element in
order not to be discounted (or drop) a level. This could be devastating for businesses
who have strict B-BBEE level compliance requirements in order to comply with grants

or tenders or even customer compliance. The priority elements are:

I.  Ownership;

16 General Notice, GeN 1019 of 2013, Department of Trade and Industry, Broad-Based Black
Economic Empowerment Act (53/2003): Issue of Codes of Good Practice (Government Gazette
11 October 2013, No. 36928) hitps://bbbeecommission.co.za/b-bbee-codes-of-good-practice/
(accessed 2018- 02-28) 10-11.
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[I.  Skills Development; and

Ill.  Enterprise and Supplier Development.t’

Allow CY Projects to assist you with your B-BBEE and legal compliance needs. Our
legal opinions are drafted with footnoted references to accredited sources in order for

your business to receive the most cutting edge and relevant legal advice.

CY Projects further assists with Employment Equity legal compliance which feeds to
the B-BBEE compliance. Allow us to strategise how and where to elevate your score

and compliance to ensure compliance is no longer a mundane, strenuous task.

Allow CY Projects to focus on compliance today, in order for you to focus on your

business tomorrow.

Kind regards
Crystal Naicker

Managing Director
LLB (NMU) LLM (NMU) B-BBEE MDP (Wits)

7 GN R3.3.3 Codes of Good Practice, GG 36928 of 2013-10-11.
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