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A note from our MD - Stanley Grau

What Is Broad-Based Black
Economic Empowerment?

Contrary to popular sentiment, Broad-Based Black
Economic Empowerment (B-BBEE) is not merely a
transformation policy. It is a strategic framework
designed to redress the socio-economic disparities
created by apartheid and to drive inclusive
economic growth. When aligned with South Africa’s
broader economic development objectives, B-BBEE
becomes a powerful catalyst for sustainable
development.

Nowhere is this more evident than in the realms of
infrastructure development and enterprise
development, which serve as levers for job creation,
skills transfer, and industrialisation, all of which
contribute to the broadening of ownership due to the
business relationships that are formed.
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At this juncture, it should be noted that B-BBEE is not
solely about achieving 100% black ownership of all
companies. Rather, the emphasis is on 51% or more
black ownership, allowing for investment opportunities
and a vested return on business partnerships.

South Africa’s National Development Plan (NDP) 2030
recognises that economic transformation is essential
to inclusive growth. B-BBEE, governed by the B-BBEE
Act and the Amended Codes of Good Practice, shares
this vision. The alignment lies in the mutual pursuit
of broadening economic participation and ownership,
supporting small businesses and black-owned
enterprises, investing in infrastructure that enables
access and opportunity for all and promoting local
industrialisation and job-rich growth.

The Africa Career Summit takes place annually,
aimed at recognising influential players in their
respective industries. Pictured here is MD
Stanley Grau, who received the Executive Of The
Year Award at the recent gala event.
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Infrastructure, transport, energy, water, ICT, and
housing all serve as the backbone of economic activ-
ity. Strategic investments in infrastructure stimulates
demand for local materials, skills and enterprises,
creating fertile ground for B-BBEE implementation.
Government infrastructure tenders increasingly
include B-BBEE criteria, particularly in terms of
ownership by black people, women, youth, and
persons with disabilities. Compliance with preferential
procurement regulations, and the promotion of local
content and employment, creates opportunities for
qualifying black enterprises to gain access to
large-scale procurement markets, build capacity and
scale their operations. Infrastructure projects serve
as vehicles for upskilling black South Africans through
learnerships, internships and technical training,
funded via the skills development element of B-BBEE.

These initiatives are not only compliance tools but
also workforce investments that uplift communities.
Ownership through community participation and em-
ployee ownership models, such as broad-based trusts
and ESOPs, are being integrated into infrastructure
projects, especially in the renewable-energy sector,
enhancing direct participation and shared value.
B-BBEE explicitly incentivises investment in black-
owned small, medium and micro enterprises (SMMEs)
through its enterprise and supplier development (ESD)
element, which forms the heart of long-term
economic inclusion. Read more on this element in the
following pages.

Large enterprises are increasingly establishing
incubation hubs, providing capital, mentorship, and
access to procurement markets for black SMMEs.
This bridges the market access gap and addresses
key constraints such as poor financial literacy, lack
of scale, and limited technical skills. Government and
private-sector partnerships that embed targeted
procurement within infrastructure spend drive the
localisation and sustainability of black-owned
enterprises.

“B-BBEE is not a
parallel initiative to
economic development; it
Is a key enabler thereof.”
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Large enterprises are increasingly establishing
incubation hubs, providing capital, mentorship, and
access to procurement markets for black SMMEs.
This bridges the market access gap and addresses
key constraints such as poor financial literacy, lack
of scale, and limited technical skills. Government and
private-sector partnerships that embed targeted
procurement within infrastructure spend drive the
localisation and sustainability of black-owned
enterprises.

The integration of B-BBEE with South Africa’s
economic development agenda, particularly through
infrastructure and enterprise development offers a
clear path toward an equitable, productive, and
inclusive economy. B-BBEE should be seen not as a
regulatory burden, but as a strategic instrument to
unlock growth, empower communities, and build a
future where every South African has the opportunity
to participate meaningfully in the economy.

To find out more, we encourage you to engage in
meaningful discussion with us and allow us to embark
on a transformative journey in making significant
changes together. m

MSCT BEE Services | July 2025 | Newsletter



ESD Made Simple

Enterprise and supplier development (ESD) is
measured under three different subcategories:
enterprise development, supplier development and
preferential procurement.

A measured entity has the potential to make up
almost half of the required points by maximising the
ESD element, making it vitally important to achieve
B-BBEE compliance. Let's delve deeper into the regu-
lations around enterprise and supplier development.

Unpacking the requirements under
enterprise and supplier development

The Amended Codes of Good Practice measures ESD
as the extent to which businesses transact with
empowered suppliers who themselves have high
levels of B-BBEE compliance. In order to increase

a company’s rating, the three subcategories of ESD
should be addressed.

As a measured entity, choosing who you buy from,
for example, could have a significant impact on your
ESD points. So too can the types of contributions the
business makes, particularly when those contributions
directly benefit black-owned businesses.

Enterprise development and supplier
development: Who can be claimed?

According to Code 400, a beneficiary under enterprise
development should be at least 51% black-owned or
black female-owned (modified flow-through

principle applied). This is the case for EMEs and QSEs.
For larger, generic entities, the definition becomes
more nuanced.

A generic enterprise can only be included as an
enterprise development beneficiary if there is
sufficient evidence to prove that they were assisted by
the company as an EME or a QSE. The benefit of this
falls away, though, after a period of five years, dated
from when the beneficiary first received assistance
from the measured entity.

At this point, it's important to note that the codes
distinguish between a supplier development benefi-
ciary and an enterprise development beneficiary. The
former cannot form part of the entity’s supply chain,
whereas an enterprise development beneficiary can.
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Preferential procurement:
Power in your pocket

The codes stipulate that the Total Measured
Procurement Spend (TMPS) should be used to
measure an entity’s procurement contribution to black
economic empowerment. The larger the percentage of
the TMPS is spent on empowering suppliers with good
B-B-BBEE statuses, the greater the impact on the
scorecard.

To support the B-BBEE claim for preferential
procurement, the measured entity should prove

(at minimum) that the supplier is 51% or more
black-owned, with bonus points granted for those
from designated groups, and that the supplier forms
part of the company’s supply chain by providing the
relevant information. Usually, this documentation
request is in the form of procurement records, which
brings us to the next topic.

Accurate record-keeping and due diligence

Whether you are looking to increase your
procurement spend to align with your B-BBEE goals,
or wanting to assist a start-up in the local community,
it is important to prepare the required documentation
to support the claim.

For example, the common document request for ESD
is a valid B-BB-BBEE certificate to prove the
beneficiary’s compliancy level and ownership status.
Consider checking the validity of the certificate (or
affidavit in some cases) before claiming the company
as a B-BBEE beneficiary.

In other cases, the assistance granted to the
beneficiary should be traceable. Looking at enterprise
development, if the measured entity provides a loan
or donation to the beneficiary, the loans terms should
be clearly stated. Included in this could be the value
of the contribution, what the contribution was used
for and how it benefitted the beneficiary. The purpose
of this exercise is to prove that the contribution did in
fact benefit black beneficiaries, as required by the
legislation governing B-BBEE.

To make the B-BBEE verification process smoother, it
is vital to record the relevant business transactions
and interactions in a way that aligns with the Codes
and proves the true intention of the exercise.®
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Contribution Matters

Why you should relook Enterprise and
Supplier Development in your business

The Enterprise and Supplier Development element
contributes almost half of the points in a company’s
B-BBEE scorecard, more than any of the other
elements. It is also labelled as a priority element,
along with ownership and skills development.

ESD underpins the BEE codes, and is one of the most
important elements for any company looking to
improve their score and further their transformation
footprint.

What is Enterprise and Supplier Development?

The element is divided into three separate
sub-categories, aimed at increasing the economic
participation of smaller, black-owned businesses such
as EMEs and QSEs:

m Enterprise development intends to support black-
owned small businesses;

m Supplier development is focused on strengthening
black-owned businesses that are already part of the
company'’s supply chain; and

m Preferential procurement calls for procurement
of goods and services from local companies that are
B-BBEE compliant.

While all three sub-elements serve the same purpose
of supporting the growth and sustainability of
black-owned businesses, each category has its own
application and treatment in terms of the BEE Codes
and requirements for BEE verification purposes.

Enterprise development: Not all contributions matter
If you are going to invest in a smaller business for BEE
purposes (financially or otherwise), the contribution
needs to be sound and in line with the BEE codes
applicable to your company’s particular sector.
Without this alignment, the contribution simply won't
matter in terms of the company’s BEE verification.
Further to this, the contribution should be measurable,
verifiable and traceable. Contributions can be mone-
tary or non-monetary initiatives that are initiated by
entities to qualifying beneficiaries with the objective
of contributing to the development, sustainability, and
financial and operational independence of those
beneficiaries.
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Let's look at this example. Company A grants smaller
Company B a loan to launch a new pilot project that
expands its service offering. For this contribution to
qualify under Enterprise Development, Company A
must ensure that the loan agreement is formalised
(signed and agreed upon by both parties), the use of
funds is monitored, and the outcomes are reported.
Without this paper trail, the contribution may not be
recognised during the BEE verification.

Supplier development: agreements are key

Supplier development encourages big businesses to
include smaller, black-owned companies in their
supply chain. This could be for the use of services,
goods, or even as a contribution made by the bigger
company to help them grow.

As with any transaction, there is an agreement of
some sort in place. In supplier development, these
agreements are vitally important when it comes to
BEE status. In fact, a service-level agreement (SLA)
between the measured entity and the supplier is one
of the key documents required as evidence that the
supplier is actively involved in the company’s supply
chain. For BEE purposes, the SLA should outline the
nature of the transaction or business relationship, the
support provided, and the final outcome or goal of the
agreement. The supplier also needs to meet the defini-
tion of one, as documented in the Codes. Like the other
categories in ESD, the supplier must be 51% or more
black-owned and be an EME or QSE.
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Preferential procurement: The basics

The final sub-element in the enterprise and supplier
development aspect of a BEE scorecard is preferential
procurement. Companies are encouraged to be
intentional about who they buy from, which may have
an impact on the final BEE score.

Entities can receive point recognition in preferential
procurement if they direct a portion of their total
measured procurement spend toward BEE-compliant
suppliers, especially if they are EMEs and QSEs and
black female-owned. The intent is to use buying power
to drive transformation across supply chains and
promote inclusive economic development.

Preferential procurement is also one of the few BEE
elements that doesn't require additional spend.
Instead, it's about redirecting existing procurement
toward more inclusive suppliers. By simply updating
their supplier database and onboarding more
BEE-compliant vendors, companies can improve their
BEE score without increasing costs. The benefits of a
well-executed preferential procurement strategy
extend beyond compliance. It strengthens

supply chains, supports economic transformation,
and positions the company as a responsible and
forward-thinking business partner.

Make sure it counts

The ESD element accounts for a significant portion

of the BEE scorecard. And rightfully so. It reflects the
very foundation and core purpose of BEE: to build and
maintain a more inclusive and equitable economy by
addressing the imbalances of the past.

By realigning company strategies, such as being more
intentional with the procurement budget and
performing due diligence on suppliers and
beneficiaries, companies can boost their rating and
drive significant changes in society.

When executed well and in line with the BEE codes,
ESD becomes about more than just compliance. It
develops into a catalyst for sustainable and inclusive
growth.
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FAQs about ESD

1. What BEE evidence do you need as a measured
entity to claim a supplier development contribution
under ESD?

m The verification agency would need to validate that
the beneficiary was indeed a supplier to the measured
entity. This could be done by cross-checking the
beneficiary entity with the procurement listing, or by
the measured entity simply supplying the verification
agency with an invoice or an age analysis to show that
the beneficiary was a supplier before they received
the contribution.

m The beneficiary also needs to have a valid B-BBEE
certificate or affidavit depicting that they are indeed
an EME or QSE that is at minimum 51% black-owned or
black-female-owned.

m A dually signed supplier development agreement
needs to be in place, which details the nature of the
initiative, the value of the contribution and the purpose
of the initiative.

m Confirmation of the value of the initiative is
required, such as a proof of payment for a grant,
invoices for donations of ledgers for loans or any other
acceptable accounting record that shows exactly what
the value of the contribution is.

m A letter of gratitude from the recipient should be
presented. This letter should state when the
contribution was received, the type of contribution, the
value of the contribution, as well as what the
contribution was used for within the beneficiary’s
entity.
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FAQs about ESD

2. What happens when an ESD beneficiary becomes a
generic entity?

According to Code Series 400, a generic company can
be claimed as a beneficiary of ESD, provided that there
is sufficient proof that the supplier was an EME or QSE
at the time of receiving the first contribution. The
supplier status for generics can then only be claimed
for a further five years, dated from when the first
contribution was made.

3. What about charities? Can NPOs and NPCs be
claimed as suppliers?

NPOs and NPCs are allowed to be identified as
suppliers if they adhere to the all of the requirements
set out in the legislation. The only key difference is
thatgenerally these types of entities trade with
specialised affidavits. These affidavits, however, do not
confirm the percentage of black ownership, which is
required in order to validate the entity’s beneficiary
status.

Inherently, NPOs and NPCs do not have ownership as
they do not have shares and thus no shareholding.

As a verification agency, testing should be done to
determine the voting rights of these entities by looking
at the fiduciaries of the entity and determining the
effective black exercisable voting rights at that
specific level. ®
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Transformation Through Sport
MSCT BEE Services Sponsors the Kaapstad Kings

Back in 2008, two Springbok legends, Bobby Skinstad
and Robbie Fleck kicked off the Cape Town 10s Rugby
Tournament. What was started as a rugby-only
gathering has since grown into a multi-sport event
across South Africa.

The main event, though, is still the biggest and most
supported. The ten-a-side rugby tournament is the
biggest of its kind in the world and has increased in
popularity and commercial value.

(Changes Together

This initiative contributes to the cultural and national 3 > e [N
heritage of South Africa, of which rugby is a big '
component. The sport holds immense significance in

South Africa’s road to transformation and has played Sustainable Development
Goals and Sport

a vital role in uniting the diverse population of the
country.

Victory on and off the field Participation in sport contributes to the well-being of

In the recent 2025 Cape Town 10s Rugby Tournament, individuals, regardless of age, gender or ethnicity. It is
MSCT BEE Services sponsored a relatively fresh team also fully aligned with the Sustainable Development

in the event - The Kaapstad Kings. Goals, particularly with regards to health.

The group made its debut in 2023, coming in third Sport can also be used as a meaningful tool for the
place. The following year, in 2024, they secured the prevention of conflict and the promotion of long-lasting

second spot in the Cup Final. peace, since sport and its universality has the potential

In 2025, the Kaapstad Kings repeated their stellar to transcend cultures and societal barriers.

performance to land in second place again - this time
fully sponsored by MSCT BEE Services.

The team, which is made of ordinary men with a
passion for the game, has been playing rugby

together since primary school. And many from their
ranks have gone on to become very talented rugby
players who play for premier clubs in and around Cape
Town. Others have also represented universities,
provinces, or professional franchises.

The Kaapstad Kings show the importance of

diversity in South African sport, and MSCT BEE
Services is proud to be their current main sponsor for
the Winelands 10s, which will take place in November
2025.m
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Transformation Through Transportation
MSCT and Out the Box team up to help Little Smarties

Annually, MSCT BEE Services engages in sponsoring
the transport fees associated with the Little Smarties
Foundation.

The foundation runs a project aimed at making
foundation-phase education (Grade R) more
accessible to children who are typically marginalised.
They come from pockets of society where there are
high incidences of substance abuse and
unemployment, as well as limited educational
resources. In this case, the area is Macassar in the
Helderberg region.

out the

BOX

Through MSCT's partnership with social initiative Out
the Box, we are able to safely transport these young
children from Macassar to Somerset College for
weekly educational support. m

Please feel free to contact us if you
have any questions or queries:

L

MSCT BEE SERVICES

Making Significant Changes Together

+27 (0)21 852 5646
bbbee@msctbee.co.za
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