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The B-BBEE Commission’s mandate as stipulated in Sec-
fion 13F of the B-BBEE Act No.53 of 2003 (“the Act”) as
amended, highlights that the B-BBEE Commission has
a duty to monitor compliance and adherence with the
Act. In fulfilment of this mandate, the researchers' were
commissioned 1o research and compile the second Na-
fional State of Transformation and Trend Analysis Report
for the 2017 calendar year. The report follows the First
National State of Transformation and Trend Analysis Re-
port issued in 2016. The key difference between the First
Report and the Second Report is that, the Second Report
was drawn from data captured in the B-BBEE Certificates
Portal and Compliance Reports submitted to the B-BBEE
Commission. While the First Report was based on B-BBEE
Certificates that were independently sourced using dif-
ferent sets of data. The B-BBEE Commission received
B-BBEE compliance data from the following sources:

e B-BBEE certificates uploaded info the B-BBEE Com-
mission’s B-BBEE Certificates Portal by SANAS accred-
ited verification agencies;

e B-BBEE Compliance reports submitted by public en-
fities listed on the Johannesburg Stock Exchange
(YSE”) and from Spheres of Government or Organs of
State in line with the annual mandatory compliance
reporting requirements as set out in Section 13G of
the Act and the 2016 B-BBEE Regulations.

For the 2017 calendar year 1139 EMEs, 851 QSEs and
871 large entities’ B-BBEE data was reported through the
B-BBEE Certificates Portal. During this period 121 listed
entities and 4 SOEs reported under the Section 13G re-
porting requirements.

The 2017 report highlight the following key findings from
data reported through the B-BBEE Certificates Portal and
13G submissions:

e B-BBEE contributor levels of Large and QSE entities
seemed to be under pressure with the amended ge-
neric and sector codes coming into effect in 2017.
Despite less stringent old sector codes still applying
to a number of large sectors (e.g. FSC, Transport in
the 2017 period), findings indicate that 60% of en-
fities were between Level 5 and non-compliant to
B-BBEE, while only 40% reached a targeted Level 4
or better.

e Management Control, Skills Development and En-
terprise and Supplier Development are the elements
where entities were on average not achieving 50%
of the available B-BBEE points. This trend is expected
fo continue as the rest of the amended sector codes
come into effect, after which entities are likely to start
adapting to the amended code requirements and
improve performance. Listed entities reporting under
13G show a similar trend on B-BBEE contributor levels.

* Average Black Ownership reported was at 27%, with

reporfing entities from the Agri-BEE sector lagging
significantly (4%). Average black ownership percent-
ages in excess of 40% were found in the FSC and
Tourism sectors. The analysis of listed entities that re-
ported, indicated that black ownership in the Proper-
1y, Tourism, Agri-BEE and FSC sectors did not reach a
25% average. The average black ownership for listed
entities scored under the generic code was at 23%.

¢ Black Women Ownership remained a key concern at
a 9% average, with very few large or listed 30% black
owned businesses reporting. The lack of 30% black
women owned businesses places pressure on pref-
erential procurement scorecards of large reporting
entities, given the 30% black women owned target
required on the preferential procurement scorecard.

e Conftrol of the boards of South African listed entities
were still concentrated within the hands of white and
foreign males (58%), with equal representation be-
tween black male (20%) and black female (18%)
and white females lagging at 4% for those entities
that reported under section 13G of the Act.

These findings need 1o be interpreted in the context of
the limitations of the study:

* Low levels of reporting by the listed entities and or-
gans of state were found. Only 30% of the 401 listed
JSE entities reported. While only 4 SOEs reported.

e Limitations of the 1st year of the B-BBEE Certificates
Portal system, resulfing in data that was limited with
regards to completeness. Accuracy of captured
data could also not be verified due to system lim-
itations. Adding to the functionality of the B-BBEE
platform can enhance the depth and accuracy of
analysis, especially as it pertains 1o ownership and
management control. The B-BBEE Commission has
already embarked on such enhancements.

e Dataincluded EMEs and QSEs reporting under the old
sector codes, i.e. where a verified B-BBEE certificate
was required, these were sfill part of the 2017 report,
but to a limited extent. Going forward, few EMEs and
QSEs that are greater than 51% black owned will be
recorded in the portal, as most will move to affidavits
and will therefore not be reported on by verification
agencies unless a B-BBEE certificate is required by a
sector code.

Based on the key findings and limitations of the study not-
ed above the following recommendations are made:

Recommendations for improving data capturing, re-
porting and analysis

e The B-BBEE Commission has established strategic
partnerships with a number of institutions, such as
the JSE, SARS, CIPC and SANAS. These relationships

National Status And Trends On Black Economic Empowerment Report
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should be leveraged in order to monitor and influ-

ence mandatory reporting and enhance the com-

pleteness and accuracy of data submitted to the

B-BBEE Commission.

e The B-BBEE Commission should implement measures
and infroduce mechanisms to improve the quantity
and quality of current reporting.

e Further improvements on the current B-BBEE Certif-
icates Portal system are recommended, to ensure
that data uploaded is accurate and complete. En-
hanced analysis may be achieved through addition-
al reporting tabs in the system to incorporate frans-
formation indicators available from detailed B-BBEE
cerificates. Two examples are:

» Ownership analysis can be enhanced through the
capturing net value scores; foreign operations per-
centage; and indirect and director ownership per-
cenfages.

» Management Control analysis can be enhanced
through the capturing of Board; Executive Board;
and other Executive scores. This will enhance com-
parability between entities as well as inform the sa-
lient challenge of transforming the executive.

* A mechanism should be considered to frack black-
owned QSEs and all EME's in future, as these entities
will not be verified due to the affidavit provision. Not
being able to track the progress of QSEs on black
ownership will prevent a key indicator of fransforma-
fion from being monitored year-on-year.

Recommendations to drive accelerated transforma-
tion

Black Ownership in the Agri-BEE Sector

Black ownership in the commercial AQri-BEE sector is
closely linked to the challenge of black agricultural land
ownership. Based on the 2017 analysis of reported Agri-
BEE sector entities, black ownership by commercial enti-
fies is low. However, it is important 1o note that black own-
ership information reported to the B-BBEE Commission
excludes two important sources of information: land held
in trusts; and Black Owned QSEs and EMEs. Alternative
means will need o be developed to measure changes
of ownership in this sector. This could be done in conjunc-
fion with the DAFF and the Agri-BEE Sector Council.

Black Women Ownership

The lack of black women owned businesses is highlighted
as a barrier to tfransformation across all sectors. Specifi-
cally, there are lows levels of black women owned busi-
nesses that exceed the 30% black women owned thresh-
old that is currently set in the amended B-BBEE Codes of
Good Practice.

Policy and programmatic support for the development
and growth of 30% black women owned businesses is
recommended. The B-BBEE Commission should work with
the dti to enhance support to women owned business-

es, through existing and new programmes and initiatives,
and closely monitor progress on the 30% black women
owned category.

Skills Development

Improvement on the skills development element should
be prioritised. Findings show that in 2017, reporting enti-
ties are on average not meeting 50% of the available
skills development targets. On the other hand, entities
that commit to formal skills development programmes,
such as infernships and learnerships, often see a signifi-
cant improvement in their B-BBEE performance.

The B-BBEE Commission should work with the SETAs to ed-
ucate Transformation and Skills Development managers
on the B-BBEE benefits of formalised fraining. This could
include the promotion of sector level skills inifiatives,
where pooled funds are created for formal leamning or to
support free or subsidised tertiary education.

Impact Measurement

The B-BBEE scorecard framework currently measures in-
puts and outputs, but does not extend to consider the
outcomes of B-BBEE initiatives on direct beneficiaries, and
its wider impact on society. It is recommended that trans-
formation outcome and impact indicators should be
developed and measured through a robust monitoring
and evaluation framework. This could be done in coop-
eration with the Department of Planning, Monitoring and
Evaluation.

Ownership Disclaimer

The five elements of B-BBEE adopted in the Codes each
have a specific purpose and together provide an inte-
grafted intervention 10 empower black people as envis-
aged in the B-BBEE Act. The purpose of the ownership
element is 1o ensure that black people own and/or con-
frol enterprises and productive assets in a manner that is
sustainable and promotes as well as preserve corporate
governance principle that underpin the Companies Act,
2008 (Act No. 71 of 2008) as amended.

B-BBEE ownership element measures effective ownership
of entities by black people by assessing excisable voting
rights, economic interest and net value in the hands of
black people as a result of direct or indirect participation
in the measured entity. The measured entity will on an
annual basis recognise points for as long as the black
shareholders still hold rights of ownership in the entity. This
assessment ams to determine both factual and legal
ownership aspects.

Nonetheless, the statistics on the state of ownership as
reflected in the report, is solely based on the information
reflected on the B-BBEE certificates, and has not been
assessed against with the three ownership requirements
to determine compliance with the B-BBEE Act.

n National Status And Trends On Black Economic Empowerment Report
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The Broad-Based Black Economic Empowerment ("B-BBEE”) Commission is mandated in terms of section 13F of the
Broad-Based Black Economic Empowerment Act No. 53 of 2003 as amended (“the Act”), 1o monitor compliance
and adherence with the Act in the interest of the public and 1o receive and analyse Compliance Reports. This report
will assist the B-B BEEE Commission to identify compliance with the Act, as well as provide an indication of the state of
fransformation for the 2017 calendar year.

In line with the role of the B-BBEE Commission, mandatory reporting for Public Entities listed on the Johannesburg Stock
Exchange (JSE), Skills Education Training Authorities (SETAs) and Organs of State, became effective on the 6th of June
2016. Subsequent to this, the B-BBEE Commission also requested the

SANAS accredited B-BBEE Verification Agencies (“Verification Agencies”), starting on the first of April 2017 to upload all
B-BBEE verification certificates (“Cerfificates”) onto the B-BBEE Certificates Portal within 30 days of issue.

The Broad-Based Black Economic Empowerment (B-BBEE) Commission commissioned DNA Economics (in collabora-
fion with Alternative Prosperity Pty Ltd) to conduct research on the national state of tfransformation, with the focus on
B-BBEEE certificates uploaded on the B-BBEE Certificates Portal as well as JSE Listed Entities and Organs of State report-
ing to the B-BBEE Commission as prescribed in section 13G of the Act.

Information analysed included sector codes which were still in the process of realignment o the amended generic
codes, for example the Integrated Transport sector code and the Agri-BEE sector code, Construction sector code and
Financial sector code (refer to the table below). This entails that some of the transformation indicators were skewed
given the different targets that were set by the old codes as well as the revised set of targets in the various sector codes.

Table 1: Sector Codes

Code name Implementation date

Amended Generic Codes 1 May 2015
Marketing Advertising Communication Sector Code 1 April 2016
Amended Property Sector Code 9 June 2017
Amended Agri-BEE Sector Code 8 December 2017
Amended Tourism Sector Code 20 November 2015
Amended Forestry Sector Code 21 April 2017

Amended ICT Sector Code

7 November 2016

Amended Financial Sector Code

1 December 2017

Amended Construction Sector Code

1 December 2017

Chartered Accountancy Sector Code

Repealed effective 17 February 2016

Integrated Transport Sector Code

21 August 2009

National Status And Trends On Black Economic Empowerment Report
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3. Research Objectives and Scope

3.1. Research Objectives
This research has four main objectives:

* To provide the status and national trends on South African transformation (specifically in terms of B-BBEE)
by analysing the various entities” annual compliance reports and B-BBEE certificates data as issued and
captured by verification agencies on the B-BBEE Certificates Portal;

* To provide the status and national frends with regards to B-BBEE of all entities with a mandatory reporting
requirement, to report to the B-BBEE Commission as per section 13G of the Act of 2013;

* To provide recommendations to improve compliance reporting and data capturing to the B-BBEE
Commission

* To provide observations and recommendations on the national state of tfransformation.

3.2. Desigh and Methodology

* Black Ownership, B-BBEE Contributor level and per B-BBEE element level analysis of B-BBEE
reporting to the B-BBEE Commissioner segmented by size, sector, type of entity and year of
reporting.

3.3. Data Collection and Analysis

e Primary data analysis on B-BBEE compliance information received, for the 2017 cal-
endar was done. The analysis was based on information from the B-BBEE Certificates
Portal as well as mandatory reporting submissions submitted. Data analysed in-
cluded reference to B-BBEE certificates and Integrated Compliance Reports.

* For management control analysis additional sources were consulted which in-
cluded, CIPC, IRESS, INETBFA, annual integrated reports and entities” welosites.

e Additionally, data was sourced from a database of the JSE listed Top 100 en-
fities that is maintained by the researchers.

3.4. Population of the Study

The population of B-BBEE reporting entities are not available and requires es-
fimation based on the reporting done fo the B-BBEE commission and JSE.
Table 2 below provides an estimate and breakdown of the number of en-
fities that reported to the B-BBEE commission in the 2017 calendar year.

National Status And Trends On Black Economic Empowerment Report
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Table 2: Population of the Study per Entity Size

L ASSIFICATION TOTAL RE(';g?;fD COVERAGE SOURCE
EME (Turnover less than R10M) 878 032* 1139 0.13% B-BBEE Portall
QSE (Turnover between R10M and R50M) 34 118* 851 2.49% B-BBEE Portall
Large Entities (incl. LISTED) 11871* 871 7.34% B-BBEE Portal
LISTED Entities*** 401 ** 121 30.17% 13G Reporting
Organs of State and Spheres of Government*** 4 13G Reporting
SETAs*** 0 13G Reporting

* Source: Research by the dti, October 20122
** Source: INET BFA
*** Entities with a mandatory reporting requirement in terms of section 13 G of the Act.

The following should be noted:

* Exempted Micro Enterprises (EMEs) that make up the maijority of entities operating in South Africa are by law not
allowed to get a verification certificate issued by verification professionals under the amended codes (with the
exception of EMEs measured under the amended construction sector). From the above study population, it fol-
lows that, the only EMEs that would have been verified are those that were sfill required to report under the old
sector codes in 2017. Going forward the sources used for this report will not provide much insight into the EME
environment as EME verification will be phased out for most of the sector codes.

* Quadlifying Small Enterprises (QSEs) reporting to the B-BBEE Commission through the B-BBEE verification agencies
would be limited to those that are not 51% black owned as entities that are greater than 51% Black Owned only
require an affidavit going forward (except for those operating in the construction sector and any other sectors
gazetted in the future, that will require QSE verification).

e large entities (including listed entities) are likely to comprise entities that have a number of subsidiaries. On veri-
fication these subsidiaries are often included under the holding company’s B-BBEE certificates which might con-
fribute to the total number of registered entities that got verified not matching with the total number of registered
entities that have B-BBEE ratfing certificates, since the names of the subsidiaries are not captured on the B-BBEE
Certificates Portal.

e [t must also be noted that the numiber of entities that were verified in the 2017 calendar might have reduced due
to the shift from the old to the amended codes.

e JSE listed entities for the reporting period could be accurately determined with reference to the JSE and amount-
ed to 4013 listed entities.

3.5. Limitations of the Study

* The completeness and accuracy of data could not be established as it was not possible to reconcile the B-BBEE
Certificates Portal data to actual B-BBEE certificates captured on the system.

* Unique identifiers to identify reporting entities from the B-BBEE Certificates Portal data were not available, limiting
the researcher’s ability to check for duplication, and perform comparative analysis between large listed and
unlisted entities. As a result, the analysis of the listed entities is presented as a separated section in this report
(Section B).

e Data captured still includes old sector codes reporting, limiting comparability as the old codes had different
compliance requirements.

» Data stillincludes EMEs and QSEs from old codes, i.e. where a B-BBEE cerfificate was deemed acceptable. Going

forward EMEs, as well as QSEs that are greater than 51% black owned, will be insignificant as most will move to

affidavits and will therefore not be reported on by verification agencies unless a B-BBEE certificate is required by

a sector code.

Breakdown of specialised scorecard entities was not available. This restricts the analysis that could be conducted.

The following scorecard data was not available from the B-BBEE Certificates Portal:

Ownership scores

Priority element data

Net value points data

Foreign operations % data

Direct and indirect ownership split data

Board; Executive Board; and other Executive management control data were not available.

2 http://www.dti.gov.za/economic_empowerment/docs/bee_launch.pdf

National Status And Trends On Black Economic Empowerment Report
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The analysis in the preceding section is based on B-BBEE certificates that were uploaded on the B-BBEE Certificates
Portal System maintained by the B-BBEE Commission, for the period January to December 2017.

4.1. Number of B-BBEE Certificates Uploaded Per Sector
Table 3: Number of B-BBEE Certificates uploaded per sector

EXEPTED MICRO QUALIFYING LARGE ENTER- GRAND TOTAL
ENTERPRISE SMALL ENTERPRISE PRISE
Agri- BEE Charter 374 55 62 491
Charted Accountancy Sector
2 2
Code
Contruction Sector Code 16 6 5 27
Financial Sector Code 16 14 16 46
Forest Sector Code 31 [5) 7 43
Information Communication
Technology Sector Code . e 31 100
Intergrated Transport Sector 626 70 58 754
Code
Marketing, Advertising & 12 0 1
Communication Sector Charter
Property Sector Code 37 14 7 58
Tourism Sector Code 18 5 23
Generic Codes 624 636 1260
Specialised Score Cards 21 15 36
Grand Total 1139 YA 851 2861

e For the period January to December 2017 there were 2861 certificates uploaded onto the B-BBEE Certificates Por-
tal system. (Q2 2017: 2105 certificates).

*  Who Owns Whom?* Year 1: 2890 B-BBEE Certificates; Who Owns Whom Year 2: 3113 B-BBEE Certificates (sourced
independently, not through the B-BBEE Certificates Portal System).

* EME certificates captured are likely 1o be on old sector codes (codes gazetted between 2007 and 2012). EME
reporting is expected to decrease significantly in the next round due to the affidavit provision.

e Black Owned QSEs will also not report through the B-BBEE Cerfificates Portal as a result of the affidavit provision.
Provisions should be made to obtain this information since it can't be provided by verification agencies who are
mainly feeding into the repaository.

e Construction sector codes were initially repealed in February 2016, and thus most of the construction certificates
submitted on the B-BBEE Certificates Portal for the 2017 calendar year would have been verified under the Generic
amended codes ("Generic codes”).

* The Mining Charter is currently gozetted under the Mineral and Petroleum Resources Development Act, No. 28 of
2002 ("MPRDA"), and thus all mines and mining houses are still being measured under the Generic Codes.

“National State of Transformation and Trend Analysis National Report (Who Owns Whom (Pty) Ltd.) National Status And Trends On Black Economic Empowerment Report
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4.2. Overall Contribution Levels: Large Entities

Table 4: Overall Confribution Levels: Large Entities

B-BBEE Status ‘ Percentage of certificates per B-BBEE Level
Level 1 5.41%
Level 2 11.16%
Level 3 7.99%
Level 4 15.98%
Level 5 6.23%
Level 6 7.05%
Level 7 5.64%
Level 8 13.75%
Non-Compliant 26.79%

Grand Total 100.00%

Graph 1. Overall Confribution Levels: Large Entities

Level 1
Non-Compliant _ ™ '-‘1":," N
27% —
~_level3
8%
Level 8 _ Level 4
14% 16%
|
Level 7 — Level 6 _Level 5
6% 7% 6%

e 26.8% of all certificates captured were rated as non-compliant (2017 Q2: 23.6%). The non-compliant certificates
have increased by 3.2% compared 1o the Q2 report.

*  33% of large entities were rated from level 5 to level 8 (2017 Q2: 31.7%)

*  41% of large entities were rated from level 4 to level 1 (2017 Q2: 44.6%).

* The decrease in level 1-4 and increase in level 5-8 and non-compliance could be attributed to more B-BBEE cer-
fificates being issued against the amended codes during the 2017 period.

National Status And Trends On Black Economic Empowerment Report
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4.4 Average Black Ownership: Large Entities
Table 6: Average Black Ownership: Large Entfities

‘ Average Black Ownwership ‘ Average Black Female Ownership
Agri-BEE Charter 4.04% 1.07%
Construction Sector Code 45.20% 4.75%
Financial Sector Code 42.82% 17.12%
Forest Sector Code 15.48% 3.58%
Generic Codes 34.22% 12.45%
Integrated Transport Sector Code 33.86% 11.02%
Comminiastion Secior Charter 32.51% [P
Property Sector Code 34.82% 8.20%
Tourism Sector Code 41.35% 7.63%

Graph 2: Average Black Ownership: Large Entfities
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e The Constfruction sector view in the above figure is based on the 5 certificates captured. This seems to relate to
B-BBEE certificates that were issued before the repeal of the sector code or perhaps an incorrect entry on the
B-BBEE Certificates Portal.

e All sector except Forestry sector and AQri-BEE sector exceed the 25% black ownership target set by the generic
codes, however, none have progressed o black ownership of greater than 51%.

e FSC has a high average black ownership (42.82%) and average black female ownership (17.12%). This could be
attributed to FSC entities, specifically banks, which exited their B-BBEE deals were able to still benefit from the once
empowered always empowered principle (previously allowed in the old FSC dispensation). Also, financial institutions
have better financial solutions to finance their B-BBEE deals as compared to other entities in different sectors.

e The Agri-BEE sector reported a low percentage of black ownership. This likely reflects complex ownership challenges
in the sector, particularly around land, which should e analysed further in the next round.

* An analysis on the Mining sector was not possible as these entities would have reported under the Generic codes.
A deeper analysis into the Mining sector is required.

National Status And Trends On Black Economic Empowerment Report
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BLACK OWNERSHIP PER SECTOR: LARGE ENTITIES
Graph 3: Black Ownership Per Sector: Large
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The graph above shows black ownership into the following ownership thresholds, 0%, 10%, 25%, 51% achieved
per sector code.

Of the entities that reported, the Forestry sector is the only sector with no 51% or greater black ownership although
from a smaller number of entities.

A larger percentage (i.e. 85.48%) in the AQri-BEE sector has no black ownership.

40% of entities in Forestry, Infegrated Transport and Tourism sectors have no black ownership, with most entities
meeting the 25% target.

Of the ICT, Integrated Transport, MAC and Tourisms entities that reported, less than 20% meet the 51% threshold.

BLACK FEMALE OWNERSHIP PER SECTOR: LARGE ENTITIES
Graph 4: Black Women Ownership Per Sector: Large
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The graph above shows black female ownership as per the following ownership thresholds, 0%, 10%, 25%. 51%
achieved per sector code.

Black female ownership above 10% is lacking across the sectors. On average there is a high percentage of no
black women ownership.

FSC and MAC sectors seem to have the least challenges in ferms of black female ownership with 63% and 66%
respectively of the entities having at least 10% black women shareholding.
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4.5. Overall Contribution Levels: QSE Entities
Table 7: Overall Contribution Levels: QSE Entities

B-BBEE Status Percentage of certificates per B-BBEE Level

Level 1 12.74%
Level 2 10.33%
Level 3 6.43%
Level 4 9.64%
Level 5 3.21%
Level 6 4.36%
Level 7 4.94%
Level 8 10.91%
Non-Compliant 37.43%

Grand Total 100.00%

Graph 5: Overall Contribution Levels: QSE Entities
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* The above table indicates that a high percentage (37%) of QSEs have been rated as non-compliant to B-BBEE
compared to Q2: 30%. The non-compliant certificates have increased by 23% compared to the Q2 report. This
could mean that more entities were verified towards the end of 2017.

*  23% of QSEs were rated from level 5 to level 8 (2017 Q2: 22%)

*  39% of QSEs were rated from level 4 to level 1 (2017 Q2: 10%).

* The decrease in level 1-4 and increase in level 5-8 and non-compliance are likely affributable to more certificates
being issued against the amended codes.

e [t should be noted that the QSE performance was skewed by the exclusion of 51% black owned to 100% black
owned QSE information which are exempted from verification and are required to issue affidavits only. These enti-
ties will automatically be a Level 2 or Level 1 respectively, resulting in the above analysis of black ownership being
understated.
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4.7. Average Black Ownership: QSE Entities
Table 9: Average Black Ownership: QSE Entities

Average Black Ownwership Average Black Female Ownership

AQri-BEE Charter 5.90% 1.89%
Construction Sector Code 21.00% 2.17%
Financial Sector Code 19.18% 1.84%
Forest Sector Code 15.20% 5.80%
Generic Codes 23.70% 7.62%
Intfegrated Transport Sector Code 39.37% 11.89%
gsxﬂzgicg?éenﬁsgcg‘ro%Chorrer 2258 S8
Property Sector Code 33.75% 15.15%
Tourism Sector Code 7.13% 2.91%

Graph 6: Average Black Ownership: QSE Entities
|
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¢ The Infegrated Transport sector has the highest average black ownership (39.37%) for QSE entities followed by the
Property sector (33.75%).

* The Property sector has the highest average black women ownership (15.15%).

*  OnlythelCT, IntegratedTransportandProperty sectorsexceedthe 25%°blackownershiptargetsetbythe generic codes,
however, none have progressed to black ownership of greater than 51%.

National Status And Trends On Black Economic Empowerment Report 5Sectors like Contsruction (35%) and ICT (30%) have higher ownership targets
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BLACK OWNERSHIP PER SECTOR: QSE ENTITIES
Graph 7: Black Ownership per Sector: QSE Entities
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* The graph above shows black ownership as per the following ownership thresholds, 0%, 10%, 25%, 51% achieved
per sector code.

e Of the entities that reported (ignoring the Construction sector which was repealed), the Forestry sector is the only
sector with no entities reporting 51% or greater black ownership.

* Alarger percentage across the sectors have no black ownership however it must be noted that amended generic
codes and most sector codes, make 51% and above black owned entities eligible for QSE affidavits, which entails
that they do not have to go through the verification process. The B-BBEE Certificates Portal does not capture any
information from the affidavits, the portal only focuses on information submitted by verification agencies, which will
result in understated black ownership.

BLACK FEMALE OWNERSHIP PER SECTOR: QSE ENTITIES
Graph 8: Black Female Ownership per Sector: QSE Entities
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4.8. Overall B-BBEE Contribution Levels: EME Entities
Table 10: Overall Conftribution Levels: EME Enfities

B-BBEE Status Level Percentage of certificates per B-BBEE Level

Level 1 0.18%
Level 3 94.38%
Level 4 5.44%

Grand Total 100.00%

Graph 9: Overall Contributfion Levels: EME Entities
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* The EME analysis indicates that the maijority of entities in this category were still measured under the old codes, with
94.38% of entities having achieved a Level 3. The old codes, awarded an automatic level 3 to EMEs that were less
than 51% black owned and an automatic level 4 to all the other EMEs.

e [tisimportant to note that most of the codes do not have a provision for EMES to be verified and thus less EMES will
e captured on the B-BBEE Certificates Portal in the following years (unless a new mechanism is made to cater for
monitoring of these smaller entities’ state of fransformation).
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The percentages reflected in the table below indicate the average percentage of B-BBEE points achieved as a per-
cenfage of the available B-BBEE points under the stated elements. The averages make adjustments for sector code
targets that vary from that of the generic codes.

Table 12: Overall Element analysis

Element QSEs Large Average of Large and
QSE

Ownership* Data on total points for all entities not available in portal. 1
Management Control 47.73% 37.63% 42.74%

Skills Development* 29.37% 44.49% 36.79%
En’rerense and Supplier Develop- 37.86% 53.72% 45.70%

ment

Socio-Economic Development 91.34% 81.38% 86.38%

*  *Ownership, Skills development and Enterprise and Supplier Development are priority elements. In the amended
codes this entails that if a measured entity does not meet the 40% sub-minimum it risks being penalised/discount-
ed by 1 level. The data available did not allow researchers to analyse whether sub-minimums had been achieved
since the bonus points could not be identified from the total score awarded. Under the ESD element, points for the
3 sub-elements were combined into one score and could therefore not be assessed against the meeting of the
priority element target set for each sub-element.

National Status And Trends On Black Economic Empowerment Report
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5.1. Average Score Achieved For Management Control

Table 13: Average Score Achieved for Management Confrol (% achieved of targeted points)

Avarage of MC achieved of target score

Agri-BEE Charter 22.60%
Construction Sector Code 65.04%
Financial Sector Code 52.85%
Forest Sector Code 43.77%
Generic Codes 42.50%
Information Communication Technology Sector Code 65.70%
Intfegrated Transport Sector Code 48.80%
Marketing, Advertising & Communication Sector Charter 28.76%
Property Sector Code 32.53%
Specialized Score Cards 48.38%
Tourism Sector Code 50.59%
Average 42.74%

Graph 10: Average Score Achieved for Management Confrol
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* The table and graph above refer to the average percentage of Management Control points achieved as a per-
centage of total points available on this element, per sector code.

* In most of the amended sector codes, the Management Control element comprises of both the management
control (board and EXCO representation) and Employment Equity sub-elements.

* The highest average achieved was in the ICT sector code with 65.70% of the targeted points being achieved. The
lowest scoring entities were under the Agri-BEE sector and the Property sector.

e It is worth noting that not all entities under the Property sector would have been scored under the Employment
Equity element and this might have skewed the average points reflected in the above table and graph for entities
measured under this charter. The baseline data, did not provide a mechanism to distinguish between these enti-
fies. The following entities under the Property charter are not measured under the Employment Equity (“EE”): REITS
external/APUTS Property Unit Trusts, PLSA Property Loans Stock and Property Owners /REITS external.

* The 5 entities that were tagged as construction, scored an average of 65% of the available points. If is important
to note that the Construction sector had been repealed for the 2017 calendar year.

National Status And Trends On Black Economic Empowerment Report
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5.2. Average Score Achieved for Skills Development

Table 14: Average Score Achieved for SKills Development (% achieved of targeted points)

Avarage of Skills Development achieved of target

score
Agri-BEE Charter 29.57%
Construction Sector Code 13.48%
Financial Sector Code 43.83%
Forest Sector Code 33.82%
Generic Codes 38.33%
Information Communication Technology Sector Code 39.60%
Integrated Transport Sector Code 25.04%
Marketing, Advertising & Communication Sector Charter 63.96%
Property Sector Code 8.32%
Specialized Score Cards 38.81%
Tourism Sector Code 48.11%

Average 36.79%

Graph 11: Average Score Achieved for SKills Development
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* The table and figure above refer 1o the average percentage of Skills Development points achieved as a percent-
age of the total available points in the Skills Development element per sector code.

* The highest average points were attained by entities measured under the MAC sector with 63.96% of the total
weighting points being achieved by entities in this sector.

* The Property sector entities were the lowest average scorers on this element, and this could be aftributed to how this
element is measured for the different entities that fall under this sector code. Some of the entities under the Property
sector are not measured under this element. These would include the REITS external/APUTS Property Unit Trusts, PLSA
Property Loans Stock and Property Owners /REITS external

* The data does not indicate whether the sub-minimum has been achieved on average for Skills Development as
the bonus points could not be identified from the total score.
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5.3. Average Score Achieved for Enterprise and Supplier Development

Table 15: Average Score Achieved for Enterprise and Supplier Development (% achieved of targeted points)

Avarage ESD achieved

AQri-BEE Charter 44.86%
Construction Sector Code 85.30%
Financial Sector Code 56.02%
Forest Sector Code 62.50%
Generic Codes 51.13%
Information Communication Technology Sector Code 70.23%
Integrated Transport Sector Code 78.95%
Marketing, Advertising & Communication Sector Charter 76.07%
Property Sector Code 31.42%
Specialized Score Cards 47.34%
Tourism Sector Code 56.91%

Average 53.72%

Graph 12: Average Score Achieved for Enterprise and Supplier Development
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Property Sector Code

Marketing, Advertising & Communication...
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Information Communication Technology...
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Agr - BEE Charter

* ESD measures points for the 3 sub-elements (i.e. Preferential procurement, Enterprise Development and Supplier

Development combined).

e Table 15 and Graph 12 above indicate the aggregate average scores for Enterprise and Supplier Development,

as a percentage of fotal targeted points, per sector for the 3 sub-elements.

e The average score across all sector codes is 53.72%, and entities measured under the following codes, were
below the average: Agri-BEE sector code, generic codes, Propery sector code and the Specialised score cards.
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5.4. Average Score Achieved for Socio-Economic Development

Table 16: Average Score Achieved for Socio-economic Development (% achieved of fargeted points)

Avarage of Socio-Eco Development achieved of target

score
AQri-BEE Charter 70.13%
Construction Sector Code 157.38%
Financial Sector Code 77.75%
Forest Sector Code 76.84%
Generic Codes 90.65%
Icngo(;r:o’rion Communication Technology Sector 83.50%
Integrated Transport Sector Code 73.85%
Marketing, Advertising & Communication Sector o
Charter 77.94%
Property Sector Code 24.58%
Specialized Score Cards 75.85%
Tourism Sector Code 75.86%
Average 86.38%

Graph 13: Average Score Achieved for Socio-economic Development
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This section presents findings from the 2017 data captured in the B-BBEE Certificates Portal compared to the 2016 data
captured by the previous researchers. The 2017 analysis was based on B-BBEE certificates that were uploaded onto the
B-BBEE Certificates Portal system by verification agencies and maintained by the B-BBEE Commission. The 2015 and
2016 analysis were based on B-BBEE Cerlificates that were independently sourced. Using different sefs of data, carry
the risk of inconsistent conclusions on the trends being analysed.

6.1. Summary

Table 17 - Summary of comparative year-on-year data

Year-on-Year Movement

Percentage of entities

Level 1-4 58,52% 60,09% 39.84% 2,68% -33.70%
Level 5-Non-Compliant 41,48% 39,91% 60.16% -3,78% 50.75%
Black Ownership 33,50% 32,75% 27.83% -2,24% -15.02%
Black Women Ownership 11,36% 10,96% 9.42% -3,52% -14.05%
Average score as a percentage of
total points
Ownership 81,22%  80,67% Noggl\é al- -0,68% Not available
Management Control 52,89% 51,78% 42.72% -2,10% -17.50%
Skills Development 60,18% 62,39% 36.82% 3,67% -40.98%
E:;enf”se and Supplier Develop- g4 gsor  87,58%  44.27% 1,77% -49.45%
Socio-Economic Development 92,12% 92,93% 88.37% 0,88% -4.91%

—

¢Who Owns Whom B-BBEE database

i [ National Status And Trends On Black Economic Empowerment Report
7B-BBEE Commission B-BBEE Certificates Portal system
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6.2. Overall B-BBEE Points as a Percentage of Total Points Available

Graph 14: Overall B-BBEE Recognition Levels

B-BBEE Recognition Levels

120,00%

100,00%
80,00%
60,00%
40,00%
20,00%

0,00%
A Int d Marketing, Information
Forest Sector Construction rT‘ egruen Financial Property  Tourism Sector Mvenislng & Comnun:a:o Specialised
Sectof Code Code Sector Code k"""é" e SectorCode  SectorCode Code C icatio n Technology Score Cards
it n Sector Code  Sector Code
w2016 102,00% 0,00% 106,00% 104,00% 106,00% 106,00% 0,00% 0,00% 0,00% 101,00%
2017 55,47% 69,58% 99,55% 93,32% 98,17% 65,24% 34,78% 84,76% 80,87% 57,36%

e The 2016 information was not available for the Tourism, Forestry, MAC and ICT sectors. Information for the 2017 data
was based on the B-BBEE certificates uploaded to the B-BBEE Certificates Portal for Large and QSE entities.

National Status And Trends On Black Economic Empowerment Report



Al

B-BBEE COMMISSION S —

6.3. Sector Code Analysis: Black Ownership
Graph 15: Sector Code Analysis-Black Ownership

Black Ownership
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&
®

Code Code Sector Code s:::';::e Code Code Code Communication  Technology

Sector Code Sector Code
m2016 40% 39% 38% 36% 35% 35% 38,86% 0 38,72%
"2017  4,91% 15,36% 32,00% 36,87% 31,79% 34,11% 14,57% 26,74% 31,32%

The graph depicts the black ownership trends amongst the various sectors over a period of 2 years. The following can
be noted from the graph:

* There has been significant decline in the ownership structure in Agri-BEE (from 40% down to 5%), Forestry sector
code (from 39% to 15%) and Tourism Sector code (from 39% to 15%). This decline might be attributable to fewer
entities submitting their annual compliance reports in 2017, whereas the 2016 state of transformation relied on
researcher’s data sources to establish the sectorial black ownership.

* Marginal declines were noted in the Financial Sector (from 35% to 32%), Property (from 35% 1o 34%) and ICT (from
39% 1o 31%).

* The MAC sector code was infroduced in 2017 and thus there was no data for analysis in the 2016 financial year. As
at 2017, it had an average of 27% black ownership based on the entities that submitted their compliance reports.

e Integrated Transport sector showed a 1% improvement in average black ownership

—
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6.4. Sector Code Analysis: Black Women Ownership

Graph 16: Sector Code Analysis-Black Women Ownership

Black Women Ownership
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0,00%
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Code Code Sector Code ::a de Code Code Code C ication Technology
Sector Code Sector Code
2016 11,00% 10,74% 10,89% 9,00% 9,00% 9,00% 10,22% 0,00% 9,74%
w2017 1,45% 4,51% 3,34% 11,49% 9,99% 12,84% 3,04% 12,14% 8,86%

The graph above shows the average black women percentage ownership per sector.

Decline in black women ownership for Agri-BEE (from 11% to 1.45%), Forestry (from 11% to 4.51%).
Progress/increase in black women shareholding was noted in the following sectors (between 2016 and 2017): Inte-
grated Transport, Property and the Financial sectors.

MAC sector code was infroduced in 2017 and thus there was no data for analysis in the 2016 financial year. As
at 2017, an average of 12.84% black women ownership was reported based on the entities that submitted their
compliance reports.

Integrated Transport, Property and the MAC are the only sectors which have industry averages above the 10%
black female target as set out in all sector codes.

Similar to the frends on the general black ownership, the Integrated Transport sector average on black women
ownership improved from 9% to 11.49% in one year.

National Status And Trends On Black Economic Empowerment Report
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6.5. Sector Code Analysis: Management Contirol
Graph 17: Sector Code Analysis-Management Control

Management Control
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0,00%
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Forest Sector  Construction Trantm t Financial Property  Tourism Sector Advertising & Communicatio  Specialised
Sector Code Code Sector Code Sect po Sector Code  Sector Code Code Communicatio nTechnology Score Cards
or Code
n Sector Code  Sector Code
2016 44,40% 25,29% 48,81% 50,00% 57,00% 57,00% 56,19% 0,00% 55,72% 64,00%
H2017  22,60% 43,77% 62,96% 48,80% 52,85% 32,53% 50,59% 28,76% 65,70% 48,38%

The graph above highlights the average industry points for Management Control over a 2-year period.

* More than 40% of the sectors under analysis saw increases in average Management Control points between 2016
and 2017, with the exception of the Agri-BEE sector which slightly declined from 44% to 22.60%, Property from 57%
10 32.53%, Tourism from 56% to 50.59%, Financial Sector 57% 1o 52.85% and the Specialised Entities from 64% to
48.38%.
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6.6. Sector Code Analysis: Skills Development
Graph 18: Sector Code Analysis-SKills Development

Skills Development
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n Sector Code  Sector Code
m2016 54,01% 49,38% 70,19% 60,00% 64,00% 64,00% 67,74% 0,00% 57,87% 60,00%
"2017 29,57% 33,82% 17,92% 25,04% 43,83% 8,32% 48,11% 63,96% 39,60% 38,81%

The above graph highlights the 2 year Skills Development tfrends per sector on Skills Development points. This element
measures the extent to which employers carry out initiatives designed to develop the competencies of black employ-
ees and black people externally.

e All sectors recorded decline under the Skills Development element, with the highest decline under the Property
sector code (from 64% to 8.32%)

*  No comparative numbers were available for 2016 for the MAC as it was only gazetted in 2016 which resulted in
2017 B-BBEE cerlificates being issued;

* Declines across the industry can be affributed o two factors, i.e. the alignment and measurement of entities under
the amended sector codes, and the lower number of entities that submitted their B-BBEE compliance reports for
analysis.
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6.7. Sector Code Analysis: Enterprise And Supplier Development
Graph 19: Sector Code Analysis-ESD

ESD
120,00%
100,00%
80,00%
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40,00%
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hte d Marketing, Information
Agri-BEE Sector Forest Sector  Construction 1 e Financial Sector Property Sector Tourism Sector Advertising & Communicatio  Specialised
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"2016 90,29% 91,86% 88,57% 91,00% 92,00% 92,00% 86,78% 0,00% 95,41% 81,00%
w2017 44,04% 50,25% 49,67% 61,10% 49,36% 32,21% 30,36% 61,42% 57,05% 38,30%

This graph shows the combined trends for the 3 sub-elements under Enterprise and Supplier Development, namely:
Preferential Procurement, Enterprise Development and Supplier Development.

Overall there was a decline across all sectors, specifically for the following sectors: Tourism, ICT and Forestry. The
decline can be attributable to the changes in targets between the old and new amended sector codes.

The Construction sector code were repealed in 2017, and the uploaded certificates are not representative of the
Construction sector, i.e. issued prior to the repeal.
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6.8. Sector Code Analysis: Socio Economic Development
Graph 20: Sector Code Analysis-SED

SOCIO ECONOMIC DEVELOPMENT
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m2017 70,13% 76,84% 157,38% 73,85% 77,75% 24,58% 75,86% 77,94% 83,50% 75,85%

Socio-Economic Development 2-year trends are depicted above.

e In 2017, most sectors show averages of greater than 70% of targeted points, except the Property sector (24, 58%).
* The Construction sector code were repealed in 2017, and the uploaded certificates are not representative of the
construction sector, i.e. issued prior to the repeal.
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The data analysed in this section is based on the Compliance Reports submitted to the B-BBEE Commission by Johan-
nesburg Stock Exchange (JSE) listed entities, State Owned Entities and Organs of State for the 2017 calendar year.

7.1. Number Of JSE Entities Reported Per Sector (13G B-BBEE Commmision Reporting Only)
Graph 20: Sector Code Analysis-SED

Exempted Micro En- Large Enterprise

Count of Certificate Type terprise B-BBEE Certif- B-BBEE Certifi- Grand Total
icate cate

AQri-BEE Charter 8 8
Financial Sector Code 16 16
Forest Sector Code 2 2
Information Communication Technology Sector Code 6 6
Integrated Transport Sector Code 2 2
Property Sector Code 1 19 20
Tourism Sector Code 1 1
Generic Codes 53 53
Reported but no data 118 13
Grand Total 1 120 121

e According to the JSE, there are currently 401 listed entities, however, reports received by the B-BBEEE Commission
indicated that only 121 JSE listed entities submitted data in response to the mandatory reporting requirements,
showing that only 30% of the listed entities complied with the mandatory reporting requirement.

e QOut of the 121 submissions made to the B-BBEE Commission, not all of them had B-BBEE compliance reports.
Instead some of the listed entities requested extensions or made specific requests to the B-BBEE Commission pro-
viding reasons why they were in breach of their mandatory reporting requirement.

* The highest concentration of listed entities that subbmitted their compliance reports, were verified under the Gener-
ic Codes (this was also the case in Q2 and the previous year repor). It must be noted that the entities that were
measured on this scorecard included entities from other sector codes that had been repealed, for example the
Construction Sector Code.
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7.2. Overall Contribution Levels: JSE Entities (13G B-BBEE Commission Reporting Only)
Table 19: Overall Confribution Levels: JSE Entities (13G Reports Only)

B-BBEE Status ‘ Percentage of certificates per BEE Level
Level 1 3.31%
Level 2 12.40%
Level 3 8.26%
Level 4 17.36%
Level 5 11.57%
Level 6 7.44%
Level 7 4.13%
Level 8 7.44%
Non-Compliant 16.53%
Reported but no data 11.57%

Grand Total 100.00%

Graph 21: Overall Confribution Levels: JSE Entifies.
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- 12%
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* 16, 5% of all certificates captured were rated as non-compliant to B-BBEE and of the 121 listed entities that report-
ed 11, 6% had no data for analysis.

* 31% of large entities were rated from level 5 to level 8.

*  41% of large entities were rated from level 4 to level 1.
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7.4. Average Black Ownership: JSE Entities (13G B-BBEE Commission Reporting Only)

Table 21: Average Black Ownership: JSE Entities (13G Reporting Only)

Avarage Black Ownership Avarage Black Female Owner-
ship
Agri-BEE Charter 11.64% 4.3%
Financial Sector Code 19.06% 6.62%
Forest Sector Code 43.03% 14.82%
Generic Codes 23.31% 9.30%
Isnefgrr;oc’rigg eCommuniccfrion Technology 31.51% 13.56%
Integrated Transport Sector Code 81.19% 36.39%
Property Sector Code 15.17% 4.71%
Tourism Sector Code 12.28% 5.16%

Graph 22: Average Black Ownership: JSE Entities
|

Tourism Sector Code

Property Sector Code

Integrated Transport Sector Code
Information Communication Technology...
Generic Codes

Forest Sector Code

Financial Sector Code

Agr - BEE Charter

* The Integrated Transport sector has the highest average black ownership percentage of 81.19% on the JSE listed

followed by Forestry sector on 43.03%.

* Agri-BEE sector has the lowest black ownership with an average of 11.64%.
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7.5. Black Ownership Per Sector: JSE Entities (13G B-BBEE Commission Reporting Only)
Graph 23: Black Ownership per Sector: JSE Entities (13G Reports Only)
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7.6. Black Women Ownership Per Sector: JSE Entities (13G B-BBEE Commission Reporting Only)
Graph 24: Black Women Ownership per Sector: JSE Entities (13G Reports Only)
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7.7. Board Representation: Demographic Representation At Board Level Of JSE Listed 13G Reporting Entities
Table 22 Percentage of Black vs. Non-Black at board level on the JSE

Directors

Black 452
Non-Black 743

Grand Total 1195

Graph 25: Percentage of Black vs. Non-Black at board level on the JSE

TOTAL DIRECTORS (121 ENTITIES)

WBlack

W Non-Blacks

* The above statistics represents the 121 JSE listed entities that reported to the B-BBEE Commission during the 2017
calendar year. The analysis was done based on directorships, and not individuals that hold directorships in the
121 entities that reported to the B-BBEEE Commission. Therefore, the same individual(s) may hold a number of
directorships.

* The non-black directors (which is made up of whites and foreign nationals) constitutes 62% of directors (executive,
non-executive and independent directors) which evidently shows a low level of economic transformation at board
level in the listed environment.
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7.8. Management Control: Race And Gender Breakdown On JSE Listed 13G Reporting Entities
Table 23 Race and Gender breakdown on Listed 13G Reporting entities

121 Companies JSE listed 2016 B-BBEE JSE listed 2014
Reported under 13G in Commission Report SAICA Study
2017
Females - 22% breakdown

Black 18% 12% 12%
Non-Black 4% 5% 6%

Males - 78% breakdown
Black 20% 18% 20%
Non-Black 58% 65% 62%
Grand Total 100% 100% 100%

Source 13G reports; WOW database SAICA integrated reports and CIPC

Graph 26 Race and Gender breakdown on Listed 13G Reporting entities
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*  From the listed entities that reported to the B-BBEE Commission, white male directorships still dominate JSE listed di-
rectorships (58%) followed by black male (20%) and black female (18%) directorships. White female directorships
are in a minority (4%). Black directorships as a whole make up 38% of all directorships.
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According to the dti Minister, all State-Owned Entities and Government Departments must implement the Broad-Based
Black Economic Empowerment Act, where applicable. The B-BBEE Regulations further makes it mandatory for these
enterprises to report annually o the B-BBEE Commission, within 30 days after the approval of their audited annual finan-
cial statements and annual report.

Based on the information submitted to the B-BBEE Commission, only 4 out of 2998 State-Owned Entities and Organs of
State Entities suomitted their annual Compliance Reports. This number does not include the subsidiaries of these entities
who also have a reporting requirement. As such an in-depth analysis of this sector was not possible.

National Status And Trends On Black Economic Empowerment Report 8Public Institutions listed in PFMA Schedule 1, 2, 3A, 3B, 3C and 3D as at 24 February
2017 (National Treasury)
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Based on the key findings and limitations of the study noted above the following recommendations are made.
Recommendations for improving data capturing and analysis

1. The B-BBEE Commission has established strategic partnerships with different institutions such as the JSE, SARS,
CIPC and SANAS. These relationships should be leveraged in order to monitor and influence the mandatory
reporting and enhance the completeness and accuracy of data submitted to the B-BBEE Commission.

2, Increasingly Government and regulatory bodies are aligning licencing and procurement requirements to
B-BBEE compliance. In support of this process, Sector Associations and Sector Councils can play an active
role in driving transformation reporting for the sector fo ensure meaningful alignment. It is recommmended that
these sectors be encouraged by the B-BBEE Commission to do periodic reviews of the state of fransformation
in the sector as it pertains to level of participation of entities in the sector codes, compliance levels of those
entities that participate and progress against stated sector code objectives.

3. The B-BBEE Commission should implement measures and infroduce mechanisms to improve the quantity and
quality of current reporting.
4, Further improvements on the current B-BBEE Certificates Portal system is recommended, to ensure that data

uploaded is accurate and complete. Enhanced analysis may be achieved through additional reporting talbs
in the system 1o incorporate transformation indicators available from detailed B-BBEE certificates. Two exam-
ples are:
a. Ownership analysis can be enhanced through capturing net value scores; foreign operations percent-
age; and indirect and director ownership percentages.
b. Management Control analysis can be enhanced through capturing of Board; Executive Board and other
Executive scores. This will enhance comparability between entities as well as inform the salient chal-

lenge of frans forming the executive.

5. A mechanism should be considered to frack black-owned QSEs and all EME's in future, as these entities will not
be verified due to the affidavit provision. Not being able to track the progress of QSEs on black ownership will
prevent a key indicator of fransformation from being monitored year-on-year.

Recommended advocacy and policy positions to drive accelerated fransformation
Black Ownership in the Agri-BEE Sector

Black ownership in the commercial Agri-BEE sector is closely linked to the challenge of black agricultural land own-
ership. Based on the 2017 analysis of reported Agri-BEE sector entities, black ownership by commercial entities is low.
However, it is important to note that black ownership information reported to the B-BBEE Commission excludes two
important sources of information:

0 Land held in Trust: Information reported to the B-BBEE Commission, would mostly constitute the ownership of
commercial agricultural businesses, which might or might not own land. The dominant model, historically, in
the Agri-BEE sector is that land is not held in a commercial business, but in a trust. These trusts would generally
not be rated and thus not reported to the B-BBEE Commission. In the context of not being able to source this
information (land ownership), it is recommended that the B-BBEE Commission engages with DAFF and the
AQri-BEE Sector Council to better understand the impact of these different land ownership models, and the
implications of these structures on transformation imperatives.

o) Black Owned QSE and EMEs: A significant number of commercial Agri-BEE sector entities would be QSEs and
EMEs. Non-black owned entities would report to the B-BBEE Commission through the B-BBEE Certificates Portal
system. EMEs and black owned QSEs that will not be verified in future due to the affidavit provision, will not be
reported through the B-BBEE Certificates Portal and will therefore be excluded from ownership analysis. Alterna-
five means will need fo be developed to measure changes of ownership in this sector.

Black Women Ownership

The lack of black women owned businesses is highlighted as a barrier to fransformation across all sectors. Specifically,
there are low levels of black women owned businesses that exceed the 30% black women owned threshold currently
set in the amended B-BBEE Codes of Good Practice. Considering that the B-BBEE Codes of Good Practice, in their
current form, aim to promote the creation and use of 30% Black Women Owned businesses in the same way that
they seek to establish 51% BO businesses, similar support for this category should be provided through policy and pro-
grammes. This does not seem to be the case. For example:

. The enterprise and supplier development sub-elements of ESD make provision only for 51% BO QSE and EME
businesses.
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. The black industrialist programme makes provision primarily for the development and financing of 51% Black
Owned businesses (although it includes a statement of intent to focus on black women businesses, no targets
are set for 30% Black Women Owned businesses).

The B-BBEE Commission should work with the dti fo enhance support to women owned businesses, through existing and
new programmes and initiatives, and closely monitor progress on the 30% black women owned category.

Skills Development

Improvement on the Skills Development element should be prioritised. Findings show that in 2017, reporting entities
are on average not meeting 50% of the available Skills Development targets. Entities that commit to formal skills de-
velopment programmes, such as internships and learnerships, often see a significant improvement in their B-BBEE per-
formance. Monetary benefits sternming from formal sector skills programmes are also very attractive to companies,
e.g. access to skills and youth subsidies from Government specifically for internships and learnerships. Often reporting
entities are not aware of either the B-BBEE points or tax/rebate benefits that are linked to formalised Skills Development
and the subsequent absorption of learners.

The B-BBEE Commission should work with the SETAs to educate Transformation and Skills Development Managers on the
B-BBEE benefits of formalised training. This could include the promotion of sector level skills initiatives, where pooled
funds are created for formal learning or to support free or subsidised tertiary education.

Impact Measurement

The B-BBEE scorecard framework currently measures inputs and outputs, but does not extend to consider the outcomes
of B-BBEE initiatives on direct beneficiaries, and its wider impact on society. [t is recommended that transformation
outcome and impact indicators should be developed and measured through a robust monitoring and evaluation
framework. This could be done in cooperation with the Department of Planning, Monitoring and Evaluation.

National Status And Trends On Black Economic Empowerment Report



Appendix A



B-BBEE COMMISSION

A
B-BEEE

Theme for
Reporting

Why is this Important

What could be measured with avail-
able data

What could not be measured with
available data

Completeness of
reporting

. To form a clear understanding of
entities reporting as a % entities
that are expected/required to
report at aggregate and sector
levels

. To measure compliance to B-BBEE
regulation:

e JSE listed company reporting re-
quirement

e SOE and Organ of State Reporting
requirement

. Verification agency reporting re-
quirement

* Number and % of JSE listed entities
reporting

* Number of B-BBEE cerfificates load-
ed by verification agencies

* % of QSE and Large enterprises re-
porting against the expected num-
ber of entities

* % of sectoral enfities reporting
against the expected number of
entities

* Number and % of SOEs and Organs
of State reporting

* Number of subsidiary entities includ-
ed in a certificate

Black ownership
%

* To form a clear understanding of the
black ownership and black women
ownership of the economy it is im-
portant to frack ownership %, as well
as how many entities have exceed-
ed the targets for ownership set in the
Generic and Sector Codes.

It is also salient to understand the net
value that has been created as part
of ownership, which is why net value
points are measured as a priority el-
ement.

Broad-based and institutional inves-
tors’ (E.g. Retirement Funds) contri-
bution to black ownership % are a
salient driver of black ownership % in
the Codes and should be analysed
Foreign operations are a key driver of
black ownership % as entities are al-
lowed exclude foreign operations in
calculation black ownership

e Number and % black ownership
and black women ownership of en-
fities that reported

Number and % of entities that ex-
ceeded key compliance hurdles,
e.g. 25% BO; 51% BO; 10% BWO
and 30% BWO

For JSE listed entities:

- Net value points

- Foreign Operations

* Existing data from verification
agencies did not provide black
ownership points on scorecards

* Existing data from verification agen-
cies does not support an analysis of:
- Net value points
- Foreign operations
- Indirect ownership (also not avail-

able for JSE listed entities)

Overall B-BBEE
contributor levels

Overall, and at sectoral level this in-
dicates how entities are performing
against the generic, specialised or
sectoral scorecard.

Available data supported an analy-
sis of B-BBEE levels at:

- Size;

- Sectoral; and

- year-on-year comparative

* None noted
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Theme for
Reporting

Why is this Important

What could be measured with avail-
able data

What could not be measured with
available data

* See Black ownership above

* Data not available other

¢ Data not available from verification

Control Points

people and women in entities
No analysis of priority elements re-
quired

prior year

Black Ownership ) )
Points agencies to do an overall points and
net value (priority element) analysis
* To provide a view of the non-execu- | ¢ Average points earned analysed in | ¢ Existing dafa does not support an
five and executive influence of black fotal, per sector and compared to analysis of difference between
Management

board and executive level B-BBEE
performance

Skills
Development
Points

To provide a view of entities contri-
bution to ACI employed and unem-
ployed people, specifically learners.
Priority element per B-BBEE Codes

* Average points earned analysed in
fotal, per sector and compared to
prior year

Existing data does not support anal-
ysis of performance against priority
element targets, other than for listed
entities

Enterprise and
Supplier
Development
Points

Three sub-elements preferential pro-
curement, enterprise development
and supplier development work
inferactively to bring about great-
er procurement from black owned
businesses with strong B-BBBE score-
cards. The sub-elements have differ-
ent drivers, which makes an analysis
of each sub-element important
Each sub-element has a priority ele-
ment target attached which should
be analysed

* Average points eamed analysed in
total, per sector and compared to
prior year

Existing data does not differentiate
between preferential procurement,
enterprise development and suppli-
er development sub-elements
Existing data does not support anal-
ysis of performance against priority
element targets, other than for listed
entities

Socio-Economic

To provide a view of the non-execu-
five and executive influence of black

* Average points earned analysed in
total, per sector and compared to

Existing data does not support an
analysis of difference between

Development people and women in entities prior year board and executive level B-BBEE
Points * No analysis of priority elements re- performance

quired
Sectoral * B-BBEE legislation allows for sectoral | e Sectoral analysis ¢ Larger sectors in generic codes can-
Performance codes. not be measured

Performance
against other
salient issues

Empowering supplier criteria  was
included in the amended B-BBEE
Codes 1o ensure that entities meet
certain

* Empowering supplier

e Currently on hold

P NP N P N NV avar.  ~
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Theme for

Reporting

Why is this Important

What could be measured with avail-
able data

What could not be measured with
available data

Transformation
performance of
listed entities

» South Africa has a high concentra-
fion of economic activity in the en-
fities listed on the South African JSE.
This includes a further concentration
of economic activity with the Top
100 entities listed on the JSE by mar-
ket capital as at 31 December 2017
(Source: INET BFA). These entities typ-
ically have large foreign operations,
foreign ownership, as well as owner-
ship by institutional investors such as
refrement funds (E.g. GEPF through
the PIC). In addition to the black
ownership levels and B-BBEE contrib-
utor levels it is therefore important to
analyse foreign operations, and dlif-
ferent classes of owners (E.g. Foreign
and Institutional) when analysing this
sector.

e Data provided enabled the follow-
ing analysis:
-BO and BWO %
-B-BBEE contributor levels
-Per element analysis, including pri-
ority element
-Foreign operations analysis
-Foreign ownership analysis

* Alimitation of data available was the
reporting cycle which commenced
June 2016.

e Comparative year-on-year data is
not available.
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Contact us
Hotline:086 666 5432

Tel: +27 (12) 649 0910
bee-info@beecommission.gov.za

420 Witch Hazel Avenue
Eco Glades 2, Block C
Eco Park , Centiurion, 0144




