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CODE 100, STATEMENT 103: THE RECOGNITION OF THE 
EQUITY EQUIVALENTS FOR MULTINATIONALS 

Introduction 

The Minister of Trade and Industry, Mandisi Mpahlwa, gazetted the Department of Trade 

and Industry’s Broad-based Black Economic Empowerment Codes of Good Practice under 

section 9 of the Broad-based Black Economic Empowerment Act (2003) on the 9th of 

February, 2006.  These codes are now binding on the state and numerous state-owned 

entities (these are covered in schedules 2 and 3 of the Public Finance Management Act).  

 

This document is a synopsis of the pertinent aspects of the statement.  Detail is available 

from the codes themselves. 

 

Don’t forget that at all times the definition of black people remains: A generic term for 

Africans, Coloureds and Indians who 

o are South African citizens by birth or descent;  

o are South African citizens by naturalisation before 27th April, 1994;   

o became South African citizens after 27th April, 1994, but who, but for the 

Apartheid policy that had been in place prior to that date, would have been 

entitled to acquire citizenship by naturalisation prior to that date. 

 

An enterprise is defined as - a natural or a juristic person, or any form of co-operative, 

conducting a business, trade or profession in the Republic of South Africa.  When we refer 

to companies we are effectively referring to an enterprise as defined. 

Local operation: our term to describe the local multinational. 



 

 

the Caird Group - Code 100 statement 103_Multinantionals (gazetted 9 Feb 07).doc 

Page 2 of 5 

©the Caird Group (2007) - all rights reserved 

                                           

Defining a multinational 

A multinational is a business with operations in South Africa.  They must either: 

1) have international head quarters outside of South Africa 

2) have operations in other countries as well the country where it maintains its head 

quarters 

The latter clause is obviously designed to deter companies setting up head quarters in 

another country to simply qualify as a multinational and therefore equity equivalents. 

Equity Equivalents 

An equity equivalent is a method for a multinational business to gain the equivalent number 

of points in the ownership section of the scorecard (20 points).  

The value of the equity equivalent is measured against the value of the South African 

operation.  The value contributed by non-South African operations to the local operation is 

expressly excluded. 

Equity equivalent programme 
1) The equity equivalent must take the form of a programme that is approved1 by 

either: 

o a sectoral line ministry 

o a premier 

o other stakeholders in ANY government department, provincial government or 

local government 

2) Any programme forming part of a sector code2 is an approved programme. 

3) Programmes should be sector specific; the minister (dti) may consider requests 

for other programmes. 

4) Programmes may support government initiatives like ASGISA or JIPSA; or may 

benefit other enterprise development or socio-economic development 

beneficiaries. 

 
1 The word “approved” is not expressly mentioned in the statement.  The statement says the multinational 

must “consult” with the people or departments listed above, regarding their equity equivalent proposal.  

However the definitions contained in schedule 1 state programmes are “approved” by the minister. 
2 It is likely that this would be a code gazetted under section 9 of the BBBEE Act. 
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Applying for an equity equivalent programme 

1) The multinational must prove that they are subject to a global practice.3 

2) The application for the programme must contain  

o a complete description of the programme and its projected outcomes 

o qualification criteria for participation in the programme 

o timelines for implementation and delivery; milestones must be included 

o list of beneficiaries (types of beneficiaries are contained in section 3.7 of 

statement 103) 

o details of the sponsors of the programme 

General rules about equity equivalent contributions 
o Multinationals opting to implement an equity equivalent programme can only 

receive ownership points for that programme.  In other words if they conduct 

any other type of programme to gain points under ownership (e.g. sale of 

assets under statement 102), the may not claim these points under ownership. 

o Programmes that can qualify under enterprise development (code 600) or 

socio-economic development (code 700) cannot claim the points under those 

sections as well. 

Measuring equity equivalent contributions 
Contributions must equate to either: 

o 25% of the value of the South African operations of the multinational.4 

o 4% of the total annual revenue of the South African operations for the period 

of continued measurement (probably a ten year period). 

 
3 A global practice is a globally and uniformly applied practice of a multinational restricting alienation of equity 

or sale of the business in its regional operations.  The practice must have existed before 9 January, 2003. 
4 This can be a lump sum upfront or can be made over a ten year period (10% in year one; 20% in year two; 

40% over years three and four; 60% over years five and six; 80% over years seven and eight; the balance 

over year nine until the end of year ten). 
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Sales of equity instruments in non-South African enterprises 

An example of this would be the sale of shares on an international bourse to black people.  

These are subject to: 

1) The non-South African enterprise must be part of the chain of ownership between 

the South African operation and its multinational owner. 

2) The transaction must comply with South African exchange control regulations. 

3) The percentage of the value of the equity instruments can be measured against 

the value of local operation for the measurement of economic interest in terms of 

code 100.5 

4) Voting rights in the local operation must be ceded to the buyers of these equity 

instruments in order to measure voting rights in terms of code 100.  

5)  The rights of ownership in the equity instruments are comparable to those in the 

local operation. 

 

 

 

 

 
5 In other words; if the local operation is valued at R100 then 25% would be measured at R25.  This R25 can 

be realised in the equivalent of shares on an international bourse. 
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the Caird Group 

To operate in today’s business environment requires a sharp eye.  Business trends and 

legislation change so dramatically, that often companies may be left behind in coming to 

terms with these changes.  The Caird Group is a consultancy that finds the positive benefits 

in all these trends and translates them into business opportunities for its clients.   

Broad-based BEE (BBBEE) is one example.  The Caird Group firmly believes in its 

responsibility to ensure that its clients have a firm understanding of the concept and that 

they are able to isolate and implement the business opportunities and efficiencies that 

reside within BBBEE. 

 

Our BEE solutions combine well established methodologies with best practices that 

maximise the BBBEE implementation. 

Contact the Caird Group 

Please feel free to discuss this document with us at any time.   

 

 Paul Janisch 

Tel: (011) 666-0911 

Email: paul@caird.co.za

Cell: 083 227-1375 
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