
 

 

As a member of The BEE Chamber you will 

receive this weekly newsletter. You are 

encouraged to read this week’s technical 

newsletter which covers the following 

important B-BBEE legislation and 

interpretation topics:  

• Third-Party Pass-through 

Procurement; 

• Lockdown challenges for 

Enterprise & Supplier 

Development loans; 

• Measurement criteria for Group 

Certificates and Affidavits; and 

• Bulls & Bears | The Impact on 

‘Net Value’. 
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Register here to attend the BEE Chamber Monthly Webinar series held on the first Tuesday of 

each month where we review all of the technical articles covered over the previous month and 

discuss their application 

   

NEXT MONTHLY WEBINAR : 02 JUNE 2020 

 

 

 

 

Register for TFM FREE Monthly Webinar  

 

 

 

https://www.beesa.co.za/tfm/


Third-Party Pass-through Procurement 

  

In July the first guide, Practice Guide 1 of 2016 - the Recognition of Third-Party Procurement 

Spend (Guide 1) was published by the B-BBEE Commission. The document clarifies the issue 

where goods or services are procured from an organisation through a ‘1st tier supplier’ on a 

pass-through basis from a ‘2nd tier supplier’. 

  

In other words, where an organisation makes a car rental booking via a travel agent, is it the 

‘1st tier supplier’, ‘the travel agent’, or ‘2nd tier supplier’, ‘the car rental company’, whose B-

BBEE status should be taken into account in terms of preferential procurement? 

  

The clarification is as follows: the B-BBEE certificate of the ‘car rental company’ or ‘2nd tier 

supplier’ must be applied to the pass-through portion of the payment made to the travel agent. 

Therefore, the ‘travel agent’ or ‘1st tier supplier’s’ B-BBEE Certificate must be applied only to 

the commission portion earned by the ‘travel agent’ or ‘1st tier supplier’. 

  

Confusion exists as clause 5.6 of Code 400 of The Codes states that Third-party procurement 

is included in Total Measured Procurement Spend (TMPS) where the cost of such procurement 

for a third party – client -  is an expense recorded in an organisation’s annual financial 

statements. Whereas clause 6.3 states that Pass-through third-party procurement, where all 

such procurement for a third party/client is recorded as an expense in the third-party - client - 

annual financial statements, but is not recorded as such in an organisation’s annual financial 

statements, is excluded from TMPS. 

  

Historically, Measured Entities and Verification Agencies have been applying the above 

inclusion and exclusion without considering the definition of Fronting Practices contained in the 

B-BBEE Act. This definition requires that organisations identify the true supplier/service 

provider as the entity which may reasonably be considered to have the resources required to 

deliver. As such, there is a pre-requisite to identify the true supplier before blindly applying an 

inclusion or exclusion of TMPS. 

  

The following are common examples of the application of claims under the Preferential 

Procurement sub-element of the Enterprise and Supplier Development Scorecard:  

1. Travel agents – only the commission portion can be claimed against the travel agent’s 

B-BBEE Certificate. For all other expenditure the third-party pass-through principle for 

air travel, accommodation or car rental should be applied 

2. Property agents – only the agent’s fees can be claimed against the property agent. The 

https://www.bbbeecommission.co.za/wp-content/uploads/2016/09/Practice-Guide-01-of-2016-Third-Party-Procurement.pdf


 

balance must pass through to the organisation that owns the property. Organisations 

operating in the property sector generally set up Special Purpose Vehicles (SPVs) for 

each property, therefore a property owning SPV must be identified and claimed 

against. 

3. Event Organisers – only the event organiser’s fees can be claimed against the event 

organiser’s B-BBEE Certificate. The balance must pass through to the suppliers directly 

in terms of the supply of audio equipment, venue, talent, props and other. 

4. Freight Forwarders – only the freight forwarding fees may be claimed against the 

freight forwarder’s B-BBEE Certificate. The balance must pass through to the true 

suppliers. Any tax and duties must be excluded as outlined in Code 400. 

5. Fleet Petrol Cards – only the Fleet Petrol Card interest or fees can be claimed against 

the facility provider’s BEE Certificate. The balance must pass through to the individual 

petrol station. 

6. Credit Cards – only the Credit Card interest or fees can be claimed against the facility 

provider’s BEE Certificate. The balance must pass through to the true vendor. 

7. Complex group suppliers – It is important to identify which organisation has the 

resources needed to deliver within a group structure; then use that organisation’s B-

BBEE Certificate to claim. If the organisation is part of a group and opts to use the 

Group Certificate, then the registration number of the true supplier must feature on the 

Group Certificate indicating that the data of the specific organisation within that group 

was used to calculate the overall group’s scorecard.  

Contact our Scorecard Support Desk for assistance in correctly allocating your procurement 

spend.  
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Lockdown challenges for Enterprise & Supplier Development Loans 

  

The nation-wide lockdown has brought about many new challenges to organisations rolling out 

their B-BBEE Strategy. One such challenge is the closure or liquidation of Enterprise & Supplier 

Development Beneficiary businesses, resulting from the National State of Disaster lockdown. In 

this situation, how long can an outstanding loan be recognised? 

  

Small business closure is prevalent in the lockdown period and the issue of loan contribution 

recognition has been one that has consistently arisen. We recommend that organisations 

submit a Request for Opinion to the B-BBEE Commission with a relevant description and 

details, as each situation may be treated differently.   

  

Where an organisation may engage with their Verification Agency on the matter, any 

engagement with your ‘auditor’ is seen as an agreement with a third party, therefore does not 

necessarily align with  the objectives of the B-BBEE Act. The correct approach is to ensure that 

all claims align with the interpretational position of the B-BBEE Commission. 

  

Furthermore, in this situation an organisation can claim for working capital by providing a grant 

or loan for their Beneficiaries employee salaries. 

  

Contact the BEE Commission Service Desk for assistance with any RFO submission.  
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Measurement criteria for Group B-BBEE Certificates or Affidavits 

  

The BEE Commission confirmed that an organisation may not use a Group EME or QSE 

affidavit as affidavits can only apply to an Entity or Division. 

  

Care should be taken in selecting an acceptable B-BBEE Certificate or Affidavit strategy where 

the total combined turnover of the group is below that of the EME or QSE annual turnover 

threshold and where there are shared resources across a group of companies. It is critical to 

ensure that the required resources to deliver are held within the organisation and group 

structures open the possibility for the required resources to be outside of the organisation in 

question. 

  

In the event that a group of companies had shares resources, a Request for Opinion should be 

submitted to the BEE Commission to establish the correct B-BBEE Certificate or Affidavit 

strategy.   

  

Contact our Verification Support Desk for assistance on how best to present your organisation’s 

B-BBEE Certificate.  
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Bulls & Bears | The Impact on ‘Net Value’ 

  

When the terms ‘Bulls’ or ‘Bears’ spring to mind, they generally provoke thoughts of ‘Net Worth’ 

rather than the concept of ‘Net Value’. What many are unaware of is that fluctuations in an 

organisation’s value - or share price - not only impact one’s ‘Net Worth’, but the ‘Net Value’ 

calculation under the Ownership element of a B-BBEE Scorecard. As B-BBEE transitioned from 

being measured on the 2007 Codes of Good Practice to the 2013 Amended Codes of Good 

Practice in 2015, the rules of engagement dramatically changed on how Ownership was 

measured. It became a Priority Element, with the introduction of Sub-minimum requirements 

and the Discounting Principle. Read more ...  
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