steadﬁb cline in South

Although local gove T '__:; nt

there was an average decres

this period, municipalities had

due to the completion of large-scale
the same token, for many mu

there was a decrease in capite
expenditure due to delays

in procurement, Covid-19

restrictions and protest action. |

According to STATS SA, the
sector’s annual growth in industry
value and GDP revealed a negative percentag
year from 2017. Due to the impact of CO ID-19 restric
2020 declined by 19.8%. The sector fared better in 20
negative growth of 1.9%. -
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The CSC is comprehensive; however, the requirements are

more complex than its sector-specific counterparts. Although
published four years ago, misinterpretation of many aspects of
the provisions remains a challenge. The consequence is that
organisations do not adequately plan their strategy in accordance
with the requirements, resulting in a shortfall in evidence at the
time of their B-BBEE Verification.

The CSC is a complex document due to the categories, financial
thresholds and manner in which those in the ambit of the CSC
present their B-BBEE Credentials. Unique to the CSC is that

it does not incorporate the traditional Enterprise Development
element. Being the first in a series of three, this article addresses
how the CSC impacts all EMEs and QSEs with at least 51%
‘Black’ Ownership (BO QSEs).

Scope of Application

An organisation qualifies for measurement on a specific code;
therefore, choosing a more convenient one to be measured on is
not an option. The criteria as to what code an organisation must
be measured on depends from which sector it derives the majority
of its income, however, some organisations represent two sectors.
Nonetheless, an organisation must measure against the code that
generates the most of its Annual Revenue in a specific financial
period. Therefore, if a gazetted sector code in line with section 21
of the B-BBEE Act represents an organisation’s core business, that
is the code it must be measured on; however, with no sector code
in place, measurement reverts to the Generic Codes.

The CSC scope of application has three categories for an
organisation within its ambit, namely Contractors, Built
Environment Professionals (BEPs) and Construction
Material Suppliers;.~ -

Contractors conduct cons 0
civil engineering, electrical engineering
general building and specialist construction w
grading tables below:

Construction work is primarily concerned with
materials such as steel, concrete, earth and rock that
incorporates water, sewerage, roads, railways, bridges,
dams, cooling towers and grandstands.

Electrical engineering works, all electrical work forming
an integral part of the building including any wiring, for
example, installations in buildings, reticulations within a
plot of land (erf) or building sites.

Electrical power generation transmission, control and
distribution of equipment and systems like power
generation, street and area lighting, substations and
protection systems.

Building and ancillary works other than civil, electrical
and mechanical engineering, including specialist works
like air conditioning, boiler installation and steam
distribution and central heating.

Asphalts or any other related business.

Building excavations, shaft sinking and lateral
earth support.

Glazing, curtain walls and shop fronts.

Landscaping, irrigation and horticultural works.
Escalators, travellators and hoisting machinery.
Specialised foundations for buildings and structures.
Structural steelwork and scaffolding.

Waterproofing of basements, roofs and walls using
specialist systems.

Construction Material Suppliers & Contractors

Transformation | Sector Codes

Classification

BO QSE > 51%

Larger EME

EME

B-BBEE Certificate/Affidavit

B-BBEE Certificate

B-BBEE Certificate

Affidavit

Financial Threshold

> R10m but < R50m

> R38m but < R10m

< R3m

Automatic Levels Awarded /
Enhanced Recognition

100% BO = Level 1

>51% BO but < 100% = Level 2

100% BO = Level 1

> 51% BO but < 100% = Level 2

> 30% BO but < 51% = Level 4

< 30% BO = Level 5

100% BO = Level 1

> 51% BO but < 100% = Level 2

> 30% BO but < 51% = Level 4

< 30% BO = Level 5

Scorecard Elements Applicable

Ownership

Skills Development
Preferential Procurement &
Supplier Development

>  Preferential Procurement
>  Supplier Development

Ownership

Skills Development
Preferential Procurement &
Supplier Development

> Supplier Development

Ownership

Minimum requirements

Must achieve 40% sub-minimum requirements for Skills
Development on the QSE Scorecard to avoid the application of

the Discounting Principle.

Enhancement opportunity of up to two Status Levels.

Discounting Principle not
applicable

Nominal Verification Fees apply
to Contractors as prescribed by
the CSCC.

* Recommended fees include all related
costs, including travel.

* Reasonable fees are justifiable for
complicated Ownership structures.

* Costs exclude VAT,

Cost for those opting not to enhance

R850 until Nov 2022
R900 Dec 2022 until Nov 2023

R850 until Nov 2022
R900 Dec 2022 until Nov 2023

No cost for an Affidavit

Cost of a B-BBEE Verification in order to enhance

R4,000 until Nov 2022
R4,300 Dec 2022 until Nov 2023

R1,400 until Nov 2022
R1,470 Dec 2022 until Nov 2023

R850 until Nov 2022
R900 Dec 2022 until Nov 2023

Since 2016, Yolanda du Plessis has been the General
Manager at Authentic Rating Solutions and holds an
Honours Degree in Brand Leadership. Her expertise
for almost two decades has been in the field of brand Built Environment Professionals activities include, but are not limited to:
management across a broad spectrum of sectors. In her > Planning, designing and costing out of construction projects in a built environment;
current capacity, she is responsible for implementing and > Project management and configuration of a construction value chain including the environment;
managing processes in line with SANAS requirements that have > Energy, industrial, property, transport and infrastructure; and
led to the solid reputation that Authentic Rating Solutions holds >  Consulting engineering practices, architects, quantity surveyors and town planners. :
today as one of South Africa’s leading B-BBEE Rating Agencies.
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Built Environment Professionals
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Classification

BO QSE > 51%

Larger EME

EME

B-BBEE Cetrtificate/Affidavit

B-BBEE Certificate

B-BBEE Certificate

Affidavit

Financial Threshold

> R6m but < R25m

> R1.8m but < R6m

<R1.8m

Automatic Levels Awarded/
Enhanced Recognition

100% BO = Level 1

> 51% BO but < 100% = Level 2

100% BO = Level 1

> 51% BO but < 100% = Level 2

> 30% BO but < 51% = Level 4

< 30% BO = Level 5

100% BO = Level 1

> 51% BO but < 100% = Level 2

> 30% BO but < 51% = Level 4

<30% BO = Level 5

Scorecard Elements Applicable

Ownership

Skills Development
Preferential Procurement &
Supplier Development

>  Preferential Procurement
>  Supplier Development

Ownership

Skills Development
Preferential Procurement &
Supplier Development

>  Supplier Development

Ownership

Does enhancement

apply tothe CSC?
All EMEs and BO QSEs may choose to be mea

Minimum requirements

Must achieve 40% Sub-minimum requirements for Skills
Development on the QSE Scorecard to avoid the application of

the Discounting Principle.

Enhancement opportunity of up to two Status Levels.

complete QSE Scorecard to increase their Status Leveland
Preferential Procurement Recognition. Alternatively, achieving
enhancement of up to two Status Levels can be done by opting

for one or both of the following methods: s
FTS ATl

Discounting Principle not
applicable

s ==

Nominal Verification Fees for
relevant Construction enterprises
as prescribed by the CSCC

* Recommended fees include all related
costs, including travel.

* Reasonable fees are justifiable for
complicated Ownership structures.

* Costs exclude VAT.

Cost for those opting not to enhance

R850 until Nov 2022
R900 Dec 2022 until Nov 2023

R850 until Nov 2022
R900 Dec 2022 until Nov 2023

Cost of a B-BBEE Verification for Skills Development and/or enhancement

R4,000 until Nov 2022
R4,300 Dec 2022 until Nov 2023

R1,400 until Nov 2022
R1,470 Dec 2022 until Nov 2023

Start-up Enterprises

Applicable to Contractors, Material Build Suppliers and BEPs.
Any organisation operating for less than one-year, thus not
completing a Financial Year, is classified as an EME. However, as
per section 10 of the B-BBEE Act, if a Start-up Enterprise tenders
for a contract or seeks economic activity that exceeds the
financial threshold, an EME or BO QSE must measure them on a
QSE or Large Enterprise Scorecard, depending on the value.

What is the applicable Measurement Period

the CSC mandates?

The measurement period is a financial period of 12 consecutive
months based on an organisation’s financial reporting period

as registered with the Companies Intellectual and Property
Commission and South African Revenue Services. Completing
such a B-BBEE Verification must occur within the 12 calendar
months that immediately follow the last day of the most recently

completed financial period.

DX

—
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Suppose an organisation amends its financial reporting period
from one year to another, then the financial period may be more
or less than 12-months. In such cases, an organisation may
elect to be measured for the number of months of the amended

financial period or 12-months
amended financial period.

To determine whether an organisation qualifies as an EME or
BO QSE, it must use the 12-months preceding the last day of

the amended financial period.

Critical is that recognising of Skills Development, Preferential

Procurement and Supplier Development contributions only
applies if the spend was payable within an organisation’s said

Measurement Period.

Do Priority Elements apply to the CSC?

Ownership and Skills Development are identified as Priority

Elements, of which Ownership
Enhanced Recognition accordi
for EMEs with a turnover highe

s :
No cost for an Affidavit anced Recognition 8 '(I)'he c.alcullati’on.f' i uit
= e e ErEETTER (6 2 T EveLEbE S rganisation’s South / lic
evel for a easured aga e Q orecard and N . "g i 7
saiine) e rEeiEme Nieraiive 2 G OEEE 6RE 6 An additional requirement for BEPs is tha
both of the following avenue shareholding includes individuals that are both:
@ Professionally registered with any of the stat itory
RB50 until Nov 2022 One Status Level enhancement for achieving tota professional councils in the BEP environment in |
R900 Dec 2022 until Nov 2023 o excluding Bonus Po i v Africa, and o ]
/ seEmelivE. T EriErs G rEeesriien Aeresrs & (2) Form part of an organisation’s Executive Management
dicato e Q DEvElGEmE SEBEE held within the “Top Management’ definition. In the
One Sta sl ErlRETEETETIS o Eehievine! ieiE context of the CSC, Executive Management includes
56 i (e oty Brevalesiie sErEluiE Top Management’ as outlined in the Employment Equity I
dleai o e ORE Brefeemiiel Bresuiemant 28 Regulations, which provide for ‘Executive Directors’ and
: sioiler DevElsemE SEcEE ‘Other Executive Management’. .
preceding the last day of the
anced Recoanition BO O If a holding company has 50% ownership in a BEP, the
AUtomatic enhanceme due 10 BO O o are Ownership scorecard will only recognise the ‘Black’ Ownership
easured on the complete O orecard and meet the that meets the requirements in the aforementioned points 1 and
I T . - o 2. In not meeting these requirements, a BEP will not qualify for
: ollowing ave .' S Enhanced Recognition or to earn Bonus Points.
One Sta evel enhancement for achieving tota
PO e ding Bo Po aga e
=T Developme dicato and of the Q
Developme orecard
One a evel e a eme or a e g
otal po aga e complete Q Preferentia
Procurement and plier Developme dicato
is compulsory; thus it determines
ngly. Skills Development is mandatory =
r than R3mil and BO QSEs.




Transformation | Sector Codes

Skills Development

The QSE Skills Development Scorecard requirements apply to Larger EMEs and BO QSEs.

Category Skills Development

Weighting
Points Target

1. Skills Development Expenditure on any programme specified in the Learning Programme Matrix

1.1 Skills Development Expenditure on Learning Programmes specified in the Learning 14 1.5%

‘Larger EMES/BO QSES | programme Matrix for ‘Black’ People as a percentage of Leviable Amount.

1.2 Skills Development Expenditure on Learning Programmes specified in the Learning 7 25%
o Programme Matrix for ‘Black’ Management - executive, senior and middle management -

as a percentage of total Skills Development expenditure for ‘Black’ People
1.3 Skills Development Expenditure on Learning Programmes specified in the Learning 3 3%
“BO QSEs

Programme Matrix for ‘Black’ People with disabilities as a percentage of total Skills
Development expenditure for ‘Black’ People

Total

24

Key Measurement Principles

Qualifying EMEs or BO QSEs must comply with the Skills

Development Act. Therefore, organisations must achieve the

following in exchange for points on the Skills Development

Scorecard:

> All plans and implementation of skills interventions must align
with the CSC Learning Matrix.

>  Submitting a SETA approved Workplace Skills Plan, an
Annual Training Report and a Pivotal Report.

> |Implementing a general Priority Skills Programme
incorporating ‘Black’ People as defined.

Targets for Skills Development Expenditure can include external
training expenditure for ‘Black’ People who are not employees.
However, when claiming spend for Skills Development, an
organisation may not repeat that claim under any other element.

Mandatory Sectoral Training does not qualify under Skills
Development Expenditure, which is limited to the following:
>  Site, project or safety inductions;

>  Toolbox talks; and

>  Operators’ re-certification.

Recognition of Skills Development Expenditure includes

any Legitimate Training Expenses incurred by any Learning
Programme offered to ‘Black’ People. Such expenses include,
but are not limited to:

>  Costs of training materials;
>  Costs of trainers;

>  Costs of training facilities

= XXX

including costs of catering;
>  Scholarships and bursaries;
>  Course fees;
Accommodationsandstravel;

B | TFM \agasine | 1S58 24 | 2022

> Administration costs; and

>  Funding and support of research at tertiary
institutions to improve the sector’s
performance. o

b‘k\“’ NGRS
K RROR RS,
R NRPR

Skills Development Expenditure arising from informal
training - categories F and G - under the Learning Programme
Matrix may accumulate more than 35% of the total value.

Salaries or wages paid to an employee as a Learner in categories
B, C or D programmes are allowed as Skills Development
Expenditure. However, claiming is only applicable to the period
the employee participated in a particular learning programme
during the applicable Measurement Period. The calculation

is over five years from the date of registration as indicated in

the Learner’s acceptance letter or certificate of completion.

The maximum period an employee is eligible for Professional
Registration learning programmes - category C - is five years.

Skills Development Expenditure does not constitute a claim:

> If any portion of the expenditure is derived through a grant or
any other such avenue; otherwise

> If there are any conditions attached to a Bursary or
Scholarship;

However, if the right of recovery or the condition involves the

following employee obligations, it does constitute a claim:

>  Completing studies within an agreed time frame; and

>  Continued employment for a period that does not exceed
the period of their studies.

XAXEX X XXX XXX X XXX XXX X X XXX

accredited or registered with a ormal learnin ) il
approved as a statutory occupational or professic
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Category Preferential Procurement Points Target

Weighting

1. Preferential Procurement

1.1 B-BBEE Procurement Spend from all empowering suppliers based on the B-BBEE 13 60%
HoeE=s procurement recognition levels as a percentage of the total measured procurement

spend.
1.2 B-BBEE Procurement Spend from empowering suppliers that are at least 51% ‘Black’- ® 17.5%
Eokss owned based on the B-BBEE procurement recognition levels as a percentage of the

total measured procurement spend.
1.3 B-BBEE Procurement Spend from empowering suppliers at least 35% ‘Black’ Woman- 4 7.5%
BOCEE owned based on the B-BBEE procurement recognition levels as a percentage of the

total measured procurement spend.

2. Supplier Development Contributions

2.1 Annual value of all qualifying Supplier Development Contributions made as a 7 1% of NPAT

‘Larger EMES/BO QSEs | nercentage of the target.

Total

\
\

29

Preferential Procurement

Like all other sets of Codes, the CSC approach to Preferential
Procurement is Total Measured Procurement Spend (TMPS)
driven. It relates to a total procurement spend during a
Measurement Period, whereby spend is either included or
excluded based on the nature of the procurement. This element
applies to BO QSEs when they opt for enhancement.

Spend which constitutes TMPS:

Cost of Sales;

Operational Expenditure;

Capital Expenditure;

Public Sector Procurement;

Monopoalistic Procurement;

Third-Party Procurement;

Labour brokers and independent contractors;
Pension and medical aid contributions;

Trade commissions;

Empowerment related expenditure;

Imports;

Intra-group procurement; and

All salaries, wages and allowances paid to non-South
African employees.

V V.V V V V V V V V V V V

The Preferential Procurement Scorecard aims to support and
strengthen the localisation of the Preferential Procurement
Scorecard. Thus the following are exclusions allowed from an
organisation’s TMPS:

Taxation;

Salaries, wages, remunerations and emoluments;
Pass-through third-party procurement;

Empowerment related procurement;

Imports of specific goods and services;

Intra-group procurement;

Non-discretionary procurement, whereby the requirement
is a pre-requisite to the contractual obligation. Procurement
from ‘Black’-owned and ‘Black’ Woman-owned EMEs
and BO QSEs is encouraged by the requirements of the
Preferential Procurement Scorecard. The objective is to
support job creation and participation.

V V.V V V V V

Supplier Development Contributions

The Construction Sector Charter Council encourages
organisations to align with Supplier Development initiatives
to promote Government'’s localisation vision, including value-
adding programmes within an organisation’s supply chain.

The recognition of these qualifying contributions is a percentage
of an organisation’s annual Net Profit After Tax (NPAT).
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Authenticity
counts.

Only‘,g::)ntri utions

Period are recognis

The following is a non-exh:
Development Contribution s

Is it critical that you have an authentic

Benefit Factor Matrix: B-BBEE Certificate to gain and retain business?

Investments.

Loans.

Providing financial guarantees or securityeL
Making credit facilities available.

Grant contributions.

Direct costs incurred when providing assistance or
accelerating development.

You can rest assured that our streamlined operating

“
model will support you in gaining and retaining business. Can yOU aﬁord
An AUTHENTIC B-BBEE Certificate provides peace of mind not to have an

when presenting your B-BBEE Credentials to your clients.
AUTHENTIC B-BBEE

Our bespoke verification offering with preferential

Overhead costs. i L ald . ”
el ] . Automatic Status Level | Weighting Points payment structures are deSIgnEd to Support VerIﬁCGUOn ?
Preferential credit terms granted. your unique needs
g ] : Level 1 105 points '
Preferential terms granted in respect of supplying goods . .
or services. Level 2 97.5 points An AUTHENTIC B-BBEE Verification translates to
X Contributions made towards the settlement of the cost Level 3 92.5 points a dedicated team of experts who are on call and
) of services relating to operational or financial capacity or Level 4 85 points competent with the capacity to provide a seamless
0T T R 101 e o Level 5 77.5 points verification in line with SANAS requirements.
}:MM"‘&" P o Professional and consulting fees: o > - . a .
} Statutory licensing and/or registration fees; Ve 72.5 points
<

Industry-specific levies and/or other such fees; aa

IT services; and If the incorporated JV was formed after the comr

Payment towards B-BBEE Verification for an EME by a a contract, the subsequent JV scorecard will only ¢

SANAS accredited B-BBEE Rating Agency. for the first year of the contract. After that, a JV |
Discounts allowed for acquisition or maintenance costs a B-BBEE Verification, which will provide i
associated with a franchise grant, license, agency, incorporated B-BBEE Certificate. e
distribution, or similar business rights.

AUTHENTIC RATING
SOLUTIONS

How can we assist?

SCANIOICONTACT Q 012 110 4206 A info@atrs.co.za W www.atrs.co.za
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