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DEPARTMENT OF DEFENCE AND MILITARY VETERANS
NO. 567 12 APRIL 2019

CODES OF GOOD PRACTICE ON BROAD BASED BLAGK
ECONOMIC EMPOWERMENT

I, Dr Rob Davies, Minister of Trade and Industry, hereby:

a) Issue the Defence Sector Code in terms of section 8(1) of the Broad-Based
Black Economic Empowerment Act, (Act No. 53 of 2003) as amended by the
B-BBEE Act 46 of 2013.

b) Confirm that this is a replacement of Government Gazetie No.42021, General
Notice 1223 published on 9 November 2018.

¢} Determine that these Cades come into effect on the date of this publication.
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Dr Rob Davies, MP
Minister of Trade and Industry
i 5 February 2018

This gazette is also available free online at www.gpwonline.co.za
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BROAD-BASED BLACK ECONOMIC EMPOWERMENT DEFENCE
SECTOR CODE OF GOOD PRACTICE IN TERMS OF SECTION 9 (1)
OF THE BROAD-BASED BLACK ECONOMIC EMPOWERMENT ACT
NO. 53 OF 2003 AS AMENDED BY ACT NO. 46 OF 2013
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1. PREAMBLE

Colonialist and apartheid policies and practices in South Africa excluded Black People
from the economy and deprived them of equal educational opportunities and equal
access to the economy of the country. This resulted in a myriad of socio-economic
problems which have resulted in high levels of poverty and inequality, significant
shortage of skills, the reliance of the economy on a small number of people and the
continued exclusion of Black People from the South African economy, resulting in an

economy that performs below its potential.

To help deal with the inherited problems, South Africa adopted a Constitution which
aimed to establish a society based on democratic values, social justice and
fundamental human rights, improve the quality of life of all citizens and free the
potential of each person, build a united and democratic South Africa able to take its
rightful place as a sovereign state in the family of nations; and to promote the
achievement of equality through legislative and other measures designed to protect or

advance persons, or categories of persons, disadvantaged by unfair discrimination.

Section 9 of the Bill of Rights as set out in Chapter 2 of the Constitution states:
“Equality includes the full and equal enjoyment of all rights and freedoms.” This
right to equality includes the right of all South Africans to participate fully in the
economy of the country. The Broad — Based Black Economic Empowerment Act no
53 of 2003 and the amended Codes of Good Practice seek to give effect to this right.
The South African Defence Industry, like other industries in South Africa, is negatively
affected by problems of the past and needs a framework which finds solutions that will
address the negative impact of past racially skewed rule and development and which
will grow the Defence Industry in order for it to make a sustainable and meaningful
contribution to the economy. A strong economy in which all citizens have an equal
opportunity to participate, will contribute towards the strengthening of South Africa as
a democratic developmental state. In this regard, the need for effective and significant
economic transformation is essential. Such transformation must include access to

economic opportunities and productive resources for previously excluded groups, the
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promotion of local businesses and entrepreneurship, manufacturing, the development
of skills for a knowledge-based economy and the development of innovative

indigenous technology and Intellectual Property.

The Defence Sector Code aims, within the South African Defence Industry, to give
effect to the constitutionally enshrined right to equality by addressing the effects of
systemic past exclusion of Black people from participating in the economy, which

remain firmly in place.

2. VISION

A fully transformed, revitalized Defence Industry with effective and sustainable
economic participation by Black people as employees, managers, entrepreneurs,

industrialists, developers, and shareholders.

3. MISSION

To create a framework for the meaningful and sustainable transformation and growth
of the South African Defence Industry through ownership, management, skills

development, and enterprise and supplier development programmes.
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4.

4.1.

4.2.

4.3.

4.4.

4.41.

4.4.2.

4.4.3.

4.4.4.

4.4.5.

4.5.

INTERPRETATIONS AND DEFINITIONS

"The Act" means the Broad-Based Black Economic Empowerment Act No. 53

of 2003 as amended from time to time;

“Armscor’ means the Armaments Corporation of South Africa Limited
established by the Armaments Corporation of South Africa Act No. 51 of 2003;

"B-BBEE Enterprises" means enterprises whose B-BBEE score, in terms of
a sector scorecard which has been issued as a sector code of good practice
or in terms of the dti’s Generic Scorecard, has been verified by an accredited
B-BBEE verification agency or in the case of Exempt Micro Enterprises or
Qualifying Small Enterprise that are at least 51% Black Owned, produced an
affidavit verifying their status;

"B-BBEE Facilitator Status" means Organs of State or Public Entities or
State-Owned Enterprises that have been designated as B-BBEE Facilitators
by the Minister of Trade and Industry by notice in the Government Gazette. In
calculating their Ownership score, Measured Entities must treat B-BBEE
Facilitators as having rights of Ownership held:

100% by Black people;

40% by Black women;

20% by Black Designated Groups;

without any acquisition of debts; and

without any third party rights;

"Black Designated Groups" means:
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4.5.1.

4.5.2.

4.5.3.

4.5.4.

4.6.

4.6.1.

4.6.2.

4.6.3.

4.6.4.

4.7.

Unemployed Black people not attending and not required by law to attend an

educational institution and not awaiting admission to an educational institution;

Black people who are youth as defined in the National Youth Commission Act
of 1996;

Black people who are persons with disabilities as defined in the Code of Good
Practice on employment of people with disabilities issued under the
Employment Equity Act;

Black people living in rural and under developed areas;

"Black Military Veterans" means for the purpose of this Sector Code, any

Black South African citizen who:

rendered military service to any of the Non-Statutory Military Organizations,
which were involved in South Africa's Liberation War from 1960 to 1994;

served in the Union Defence Force before 1961;

became a member of the new South African National Defence Force after
1994:; and

has completed his or her military training and no longer performs military
service, and has not been dishonourably discharged from that military
organization or force, provided that this definition does not exclude any person
referred to in paragraph 4.5.1 or 4.5.2 who could not complete his or her
military training due to an injury sustained during military training or a disease

contracted or associated with military training;

"Black Owned Entity Company means a juristic person, having

shareholding or similar members’ interest, that is Black controlled, in which
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4.8.

4.9.

4.91.

4.9.2.

4.9.3.

4.10.

4.10.1.

4.10.2.

4.11.

Black Participants enjoy a right to an Economic Interest that is at least 51% of

the total such rights measured using the Flow Through Principle;

“Black Controlled Entity” means a juristic person, having shareholding or
similar members interest, that is Black controlled, in which Black Participants
enjoy a right to Exercisable Voting Rights that is at least 51% of the total such

rights measured using the Flow Through Principle;

“‘B-BBEE Recognition Level” means the percentage B-BBEE Recognition

Levels as determined:

for Entities that are neither Qualifying Small Enterprises nor Exempted Micro-

Enterprises, using statement 000 of the Codes;

for Qualifying Small Enterprises, using statement 000 of the Codes; and

for Exempted Micro-Enterprises, the applicable deemed B-BBEE Recognition

under statement 000 of the Codes.

"Black People" is a generic word which means Africans, Coloured and

Indians:

who are citizens of the Republic of South Africa by birth or descent; or

who became citizens of the Republic of South Africa by naturalisation:

4.10.2.1. before 27 April 1994; or

4.10.2.2. on or after 27 April 1994 and who would have been entitled to

acquire citizenship by naturalisation prior to that date.

"Broad-Based Black Economic Empowerment" means the viable economic
empowerment of all Black people, in particular women, workers, youth, people

with disabilities, and people living in rural and underdeveloped areas, through
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4.11.1.

4.11.2.

4.11.3.

4.11.4.

4.11.5.

4.11.6.

4.12.

4.13.

4.14.

4.15.

4.16.

diverse but integrated socio-economic strategies that include, but are not
limited to:

increasing the number of Black people that manage, own and control

enterprises and productive assets;

facilitating ownership and management of enterprises and productive
assets by communities, workers, co-operatives and other collective

enterprises;
human resources and skills development;

achieving equitable representation in all occupational categories and levels

in the workforce; and

preferential procurement from enterprises that are owned or managed by

Black people;

investment in enterprises that are owned or managed by Black people.

"Broad-Based Ownership Scheme" means an ownership scheme which

meets the rules set out in Annexure 100(B) of the Codes;

"Charter Council" means the Defence Sector Charter Council established_in

terms of paragraph 17 of this Sector Code;

“Codes” means the Codes of Good Practice as amended from time to time

including all the statements issued under Section 9 of the Act;

"Defence Industrial Participation" (DIP) means a government-initiated
process whereby defence acquisitions and purchases are used as a leverage
to oblige a foreign seller of Category 1 Matériel to reciprocate defence-related
business in South Africa on a reciprocal basis in order to advance military

strategic and defence-related industrial participation imperatives;

“51% Black Owned” means an Entity in which:
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4.16.1.

4.16.2.

4.16.3.

4.17.

4.171.

4.17.2.

4.17.3.

4.18.

4.18.1.

4.18.2.

4.18.3.

4.19.

4.20.

4.21.

Black people hold at least 51% of the exercisable voting rights as

determined under Code series 100;

Black people hold at least 51% of the economic interest as determined under

Code series 100;

It has earned all the points for Net Value under statement 100;

“51% Black Women Owned” means an Entity in which:

Black women hold at least 51% of the exercisable voting rights as determined

under Code series 100;

Black women hold at least 51% of the economic interest as determined under

Code series 100; and

It has earned all the points for Net Value under statement 100.

“30% Black Women Owned” means an Entity in which:

Black women hold more that 30% of the exercisable voting rights as

determined under Code series 100;

Black people hold at least 30% of the economic interest as determined under

Code series 100;

It has earned all the points for Net Value under statement 100.

“‘Defence Matériel” means any Matériel whether raw or processed, including
equipment, facilities, weapons, munitions, pyrotechnics, systems and services

used principally for military purposes;

"DoD" means the Department of Defence and Military Veterans;

“the dti” means the Department of Trade and Industry;
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4.22.

4.23.

4.24.

4.25.

4.25.1.

4.25.2.

4.25.3.

4.25.4.

“EAP” means Economically Active Population as determined and published
by Statistics South Africa. The operative EAP for the purposes of any

calculation under the Codes will be the most recently published EAP;

"Economic Interest" means a claim against the Entity representing a return
on ownership of the Entity, similar in nature to a dividend right, measured using
the Flow-Through and where applicable, the Modified Flow-Through

principles;

"Elements" means the measurable quantitative or qualitative elements of B-

BBEE compliance in the Codes;

“‘Empowering Supplier’ means subject to any Notices that may be issued by
the “the dti”, within the context of B-BBEE, is a B-BBEE compliant entity,
which is a good South African corporate citizen, complying with all material
regulatory requirements of the country such as employment equity and
taxation and should meet at least 3 (three) if it is a Large Enterprise or 1 (one)

if it is a Qualifying Small Enterprise on the following criteria:

at least 25% of cost of sales excluding labour cost and depreciation must
be procured from local producers or local suppliers in SA. For the service

industry, labour costs are included but capped at 15%;

job creation — 50% of jobs created are for Black people provided that the
number of Black employees since the immediate period prior verified B-

BBEE measurement is maintained;

at least 25% transformation of raw material/beneficiation which include

local manufacturing, production and/or assembly, and/or packaging;

skills transfer — at least spend 12 days per annum of productivity deployed
in assisting Black Owned EMEs and QSEs to increase their operation or

financial capacity;
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