


A note from our VM - Corne Strauss 
Understanding the Importance of an ESD Plan and Its 
Impact on TMPS

The Strategic Role of Imports in B-BBEE 
Verification
One of the most often misunderstood components in 
the B-BBEE verification process is the treatment of 
imports in the Total Measured Procurement Spend 
(TMPS) under the Enterprise and Supplier 
Development (ESD) element. While the procurement 
scorecard rewards spend with Empowering Suppliers 
and black-owned entities, spend on imports can dilute 
your preferential procurement performance if not 
appropriately managed and explained. 
  
An ESD Plan also known in the industry as an Imports 
Plan is not just a recommended best practice — it is 
a required evidentiary document in certain instances 
and plays a critical role in securing the recognition of 
unavoidable international procurement.

TMPS explained
As outlined in Statement 400, Amended Codes of Good 
Practice, the TMPS forms the base against which all 
preferential procurement spend is measured. 

In short:
TMPS = All procurement spend (allowable inclusions 
and exclusions)

B-BBEE compliance focuses on what portion of that 
spend is directed toward empowering suppliers and 
black-owned businesses, based on their B-BBEE 
recognition level.

Impact of imports on TMPS
When goods and services are imported, they typically 
do not come from South African empowering 
suppliers, and thus they inflate the TMPS denominator, 
but contribute no value to the procurement recognition 
numerator. The result is a lower procurement 
recognition percentage and potential point loss. In 
essence, imports can dilute your B-BBEE score 
unless appropriately addressed with a valid, 
justifiable imports plan.

What the codes say 
Per Statement 400, paragraph 6.5, entities are allowed 
to exclude certain imports from the TMPS, provided:
•  6.5.1.1 there is no existing local production of such 
capital goods or components; and
•  6.5.1.2 importing those capital goods or 
components promotes further value-added production 
within South Africa;
Furthermore, the codes require that entities 
“...demonstrate that such imported goods or services 
are not available in South Africa in the quantity or 
quality required, and that an imports substitution plan 
has been developed”.

The above-mentioned imports plan must be 
documented and produced at the time of the 
verification. Entities can’t simply state that the good 
are imported, as this is not sufficient evidence. There 
must be an active effort to identify local alternatives 
or promote localisation over time. 
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What Is an Imports Plan?
An imports plan is a formal document that explains 
the following:
1. Why imported goods or services are necessary
2. Why suitable local alternatives do not exist (or are 
insufficient)
3. Steps taken to investigate local suppliers
4. Commitments to explore or develop local sources in 
the future

Key components of a valid 
imports plan
For verification purposes, the imports 
plan should include:

Verification requirements
To ensure your Imports Plan is accepted during 
verification: 
 

Section                                           Description

Product/Service Description

Reason for Importing

Local Supplier Assessment

Volume or Quality Gaps

Future Localisation Efforts

Supporting Documentation

A breakdown of imported items and their functions

Explanation of lack of local alternatives (e.g., price, quality, tech 
spec)

Evidence of due diligence – attempts made to source locally

Specific reference to why SA suppliers could not meet the need

Plans to reduce import reliance, or collaborate with SA 
manufacturers

Procurement reports, supplier quotes, specifications, 
correspondence, etc.

Without an Imports Plan: 

•	 Total Spend: R100 million
•	 Imports: R30 million (included in TMPS)
•	 Recognised Spend: R40 million
•	 Procurement Recognition: 40% of 
             R100m = 40%

With a Valid Imports Plan (Excluding R30m): 

•	 TMPS adjusted: R70 million
•	 Recognised Spend: R40 million
•	 Procurement Recognition: 40 / 70 = 57.14%

Example of impact
Let’s look at the difference an imports plan will have on an entity’s procurement scoring during a B-BBEE 
verification. 

•	 Ensure it is signed and approved by a senior 
official

•	 Keep a trail of supplier investigations and failed 
local,sourcing attempts

•	 Align it with your procurement policy or  
localisation strategy

•	 Ensure it covers the full measured period 

This 17% increase in recognition could translate to 1–2 full scorecard points, which is material during 
verification.



MSCT BEE Services | August 2025 | Newsletter pg3

UNPACKING MONOPOLISTIC SPEND IN THE 
B-BBEE LANDSCAPE

MSCT BEE Services: Technical Insight

(With Reference to Gazette No. 42496, 31 May 
2019)
 
In South Africa’s complex procurement environment, 
compliance with the B-BBEE Codes is not just about 
ticking boxes, it requires an in-depth understanding of 
the associated principles and how they apply in
practice. One of the more misunderstood areas is 
“monopolistic spend”, which, if incorrectly handled, 
can distort a business’s Preferential Procurement 
scoring. This article provides clarity by examining 
how monopolistic spend is defined, where it fits in 
the B-BBEE Scorecard, and how it should be treated 
according to the Codes.

What is Monopolistic Spend? 

Monopolistic procurement is defined as follows per 
clause 5.5 of the Amended Codes (Gazette No. 42496): 
“All goods and services procured from suppliers that
enjoy a monopolistic position”.
These are suppliers who - whether by legislation, 
regulatory authority, or prevailing market conditions 
- are the sole viable providers of a particular good or 
service. Examples may include distributors who 
operate under exclusive licensing agreements with 
foreign Original Equipment Manufacturers (OEMs), 
making them the only authorised suppliers of 
certain specialised products or technologies within 
the country.

B-BBEE Elements Affected by 
Monopolistic Spend

Monopolistic spend plays a direct role in the 
Preferential Procurement portion of the
Enterprise and Supplier Development (ESD) element. 
When calculating the Preferential Procurement 
scorecard, the Total Measured Procurement Spend
(TMPS) forms the base against which B-BBEE-compli-
ant spend is measured. However, as per clauses 5.4.2 
and 5.5 of the Codes, monopolistic procurement may 
be excluded from TMPS:

5.4.2: “any procurement... from any organ of state or 
public entity that enjoys a statutory or regulated 
monopoly... is excluded.”

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

This guarantees that when transformation efforts are 
structurally limited, entities are not unjustly penalised.

“Monopolistic spend is not merely a 
technical loophole - it’s a legitimate and 
necessary adjustment to ensure fairness 
in transformation scoring.”
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Wrapping Up

Monopolistic spend is not merely a technical loophole 
- it’s a legitimate and necessary adjustment to ensure 
fairness in transformation scoring. By understanding
how to identify and justify monopolistic procurement, 
businesses can accurately reflect their empowerment 
efforts.

In our next article, we’ll guide you through the 
technical interpretation: How to evidence, 
document, and apply monopolistic exclusions 
during a verification.
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Why is This Important?

In the event that monopolistic procurement is not 
excluded from the TMPS, a company’s required B-BBEE 
target spend could become unachievable. 
This leads to:
  Unfair scoring losses; and
  Skewed performance analysis, misrepresenting 
actual empowerment efforts.

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. 

Practical Example: 
Monopolistic Spend in Action

Let’s explore this through a simple example:
  A Measured Entity has a TMPS of R1,000,000.
  The Codes require that 80% of this amount be spent 
with B-BBEE-compliant suppliers to achieve full 
points.
  This means the target spend = R800,000.

However:
  The entity spends R600,000 with a single 
monopolistic supplier who does not have a B-BBEE 
certificate.
  That leaves only R400,000 of spend remaining for 
discretionary B-BBEE-compliant procurement.

Under normal conditions, the entity would fall short 
of the R800,000 B-BBEE target - an impossible task, 
given that only R400,000 was within their control.

Solution:
If the R600,000 spent on the monopolistic supplier 
qualifies under clause 5.5 as monopolistic, it can be 
excluded from TMPS:
Adjusted TMPS = R1,000,000 – R600,000 = R400,000
This means the 80% BEE spend target is now 80% of 
R400,000 = R320,000, which is realistic and achievable 
based on actual discretionary spend.
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Applying the Codes – How to Accurately Exclude 
Monopolistic Spend

(With Reference to Gazette No. 42496, 31 May 2019)

 
In the previous section, we presented the idea of monopolistic spend and 
discussed how it affects the B-BBEE scorecard. Now let’s look at the 
practical and technical interpretation of how monopolistic spend needs 
to be recognised, recorded, and appropriately applied, particularly during 
B-BBEE verification.

Where is Monopolistic Spend Addressed in the Codes? 

The following clauses from the Amended Codes 
(Gazette No. 42496) are most relevant:
  Clause 5.4.2 provides for the exclusion of spend with public entities that 
hold monopolies.
  Clause 5.5 explicitly defines monopolistic 
procurement.
These clauses provide the foundation for excluding monopolistic procure-
ment 
from the Total Measured Procurement Spend (TMPS).

How to Determine Monopolistic Status
For a supplier to qualify as monopolistic, they should meet one or more of 
the following:
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Monopoly Criteria                 Description                             Example (Fictitious)
Statutory or Regulatory Monopoly

Sole Provider with Exclusive Licensing

Geographic or Infrastructure Monopoly

Technology/IP-Based Monopoly

The supplier is granted exclusive rights or 
licensing through legislation or regulatory 
mandate.

The supplier holds exclusive distribution or 
servicing rights from a foreign OEM, with 
no competing licensees in South Africa.

Supplier is the only viable option in a re-
mote area, where logistical or infrastruc-
ture constraints prevent competition.

The supplier holds proprietary rights over 
a technology or platform, and no substi-
tutes exist in South Africa.

“SafeNet Rail (Pty) Ltd” – the only 
company licensed under the Rail Safety 
Act to provide national rail safety audits.

“Medtronic Europe GmbH” – sole licensed 
provider of a life-saving medical implant 
device not available through any local 
vendor.

“Kalahari Water Co-op” – the only 
borehole water distributor servicing a 
remote Northern Cape community.

“GeoScan International Ltd” – sole 
provider of a patented 3D geotechnical 
scanning tool required for compliance in 
mining.



Final Thoughts
Correctly identifying and excluding monopolistic pro-
curement is not optional, it is essential for accuracy, 
fairness, and compliance. When approached properly, 
it protects businesses from being penalised for factors 
outside their control and enables a more accurate 
reflection of genuine transformation efforts. 

However, it is critical to note that only permissible and 
qualifying monopolistic procurement may be excluded 
from the TMPS. This safeguard exists to prevent the 
abuse of the exclusion provision and to ensure the 
integrity of the B-BBEE framework.
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Evidence Required by Verification 
Agencies
To support the exclusion of spend from the TMPS, 
measured entities must validate a supplier’s 
monopolistic status using one or more of the 
acceptable methods. This may include, but is not 
limited to, the following:

   Legislation or regulations that establish the
supplier’s exclusive rights or mandate their use;
   Written confirmation from the supplier confirming 
sole distribution rights or market exclusivity in South 
Africa;
   Formal board or management records outlining the 
absence of alternative suppliers and the decision to 
proceed;
   RFQ or tender process outcomes that clearly show 
no comparable quotes or alternatives were available; 
and
   Independent market research or industry reports 
highlighting the lack of competition in the sector.

A combination of these methods may be required, 
depending on the nature of the goods or services and 
the supplier’s circumstances. Verification agencies 
shall require clear, auditable evidence to approve the 
exclusion.

How to Document the Adjustment
Use a Monopolistic Spend Register in your procurement file. This 
should include:
   Supplier Name
   Description of good/service
   Spend amount
   Reason for classification
   Supporting documents attached (yes/no)

Also ensure your verification pack includes an explanatory note 
referencing the relevant clause(s) associated to the applicable 
B-BBEE Codes or Sector Codes, cross-referencing your evidence.

Application of the Example: Breakdown Scenario Recap
   TMPS: R1,000,000
   Monopolistic Spend: R600,000 (e.g. SafeNet Rail (Pty) (Ltd)      
   Discretionary Spend: R400,000
   Target BEE Spend: 80%

If the R600,000 is not excluded, then 80% of R1m = R800,000 
> unachievable
If the R600,000 is excluded, then 80% of R400k = R320,000 
> realistic and compliant

This correct application prevents distortion in the Preferential 
Procurement calculation.
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MSCT’s 67 Minutes for Madiba	
MSCT BEE Services Initiatives

This year, MSCT BEE Services joined the Ladles of Love 
Mandela Day celebrations at Cape Town Stadium. 

The organisation focuses on assisting those in 
less-fortunate communities by providing nutritious 
and wholesome food daily. They also uplift urban 
farmers to grow natural wholesome food in a 
sustainable and economically viable way. 

Thousands of volunteers from companies across the 
city descended onto the stadium to dedicate their 67 
minutes for Madiba. From crafting adorable soft toys 
for the kids to creating mini gardens to designing 
education posters, there was an activity for everyone 
to take part in. The event, which was attended by 13 of 
our Cape Town-based staff members, was well 
organised and perfectly timed. 

For MSCT, giving back is in our blood. And this event 
gave us the opportunity to do just that. If you would 
like to donate to Ladles of Love, either as an individual 
or corporate donor, you can join their Kindness Club. 
Visit ladlesoflove.org.za for more information.   
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MSCT BEE Services Initiatives

Please feel free to contact us if you have any 
questions or queries: 
+27 (0)21 852 5646
bbbee@msctbee.co.za
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