
THE FINANCIAL SERVICES CHARTER

EXECUTIVE SUMMARY

____________________________________________________________________

The following is an executive summary of the Financial Services Charter. The credits referred to in this summary are accumulated towards a total score out of 100 credits. All financial services companies will be measured annually by an industry created body called the Charter Council.

1. Scope of application

1.1. The charter is applicable to banks, long terms insurers, short-term insurers, reinsurers, managers of formal collective investment schemes in securities, investment managers and other entities that manage funds on behalf of the public, including retirement funds and members of any exchange licensed to trade equities or financial instruments in South Africa and entities listed as part of the financial index of a licensed exchange.

1.2. There are approximately six categories of exclusion, the most significant of which are companies with 50 or fewer employees, less than R10 million in designated investments and companies subject to global (“international”) policies. The extent of the exemption depends upon various factors. By way of example, in the case of foreign banks, ownership requirements are excluded.

2. Human resource development (total score 20 credits)

2.1. 20 – 25% of senior management to be black by 2008 including 4% to be black women. Three credits are awarded when a threshold of 20% is reached and a further 1 credit when 25% is reached. One credit is awarded for 4% black women.

2.2. 30% of middle management to be black by 2008 including 10% to be black women. Four credits are awarded for the attaining 30% and one additional credit for the 10% black women.

2.3. 40 – 50% of junior management to be black by 2008 including 15% to be black women. 2.5 credits are awarded for achieving 40% and thereafter 0.75 credits per 5% increase up to 50%, and 1 credit for achieving 15% black women.

2.4. 33% of management at all levels to be black women by 2014.

2.5. 1.5% of total basic payroll per annum to be spent on training of black staff. Three credits are awarded for achieving the 1.5% spending.

2.6. 4.5% of total new staff to be employed in the form of black matriculants in registered learnerships. Two credits are awarded for achieving the 4.5%.

3. Procurement (total score 10 credits)
3.1. Target of 50% procurement from black companies (BC), black empowered companies (BEC) and black influenced companies (BIC) by 2008 and 70% by 2014. BC is 50% black owned, BEC is 25% black owned and BIC is 5-25% black owned. There are four categories of companies (determined by reference to their performance based upon any BEE scorecard applicable to their sector) which qualify for procurement credits.

3.2. Where procurement is from a BIC or a company which has scored between 40% and 55% on its own sector scorecard, 50% of the procurement value from that company will be considered in determining the level of the procuring company’s procurement credits.

3.3. Where procurement is from a company which has scored between 55 and 70% on its own sector scorecard, 75% of the procurement value from that company will be considered in determining the level of the procuring company’s procurement credits.

3.4. Where procurement is from a BEC or a company which has scored between 70% and 80% on its own sector scorecard, 100% of the procurement value from that company will be considered in determining the level of the procuring company’s procurement credits.

3.5. Where procurement is from a black-owned SME, a BC, a company which is 30% owned by black women or a company which has scored between 80% and 100% on its own sector scorecard, 125% of the procurement value from that company will be considered in determining the level of the procuring company’s procurement credits.

4. Enterprise development (total score 5 credits)

4.1. 50% of the rand value of an investment in a BIC may be counted towards the enterprise development credit.

4.2. 100% of the rand value of an investment in a BEC may be counted towards the enterprise development credit.

4.3. 125% of the rand value of an investment in a BC, black-owned SME or a company which is 30% owned by black women may be counted towards the enterprise development credit.

5. Access to financial services (total score 18 credits)

5.1. This section is entirely specific to the financial services entities and is unlikely to affect other sectors.

5.2. Financial services companies are awarded credits on the basis of having provided access to financial services products to customers in different living standards measure (LSM) groups.

6. Empowerment financing (total score 22 credits)

6.1. This section is entirely specific to the financial services entities and is unlikely to affect other sectors.

6.2. Financial services companies are awarded credits on the basis of having mobilised resources for empowerment financing. 

6.3. This is split between “targeted investments” at 17 credits and “BEE transaction financing” at 5 credits.

7. Ownership and control (total score 22 credits)

7.1. The financial services charter does not follow the generic scorecard methodology relating to the distinction between ownership and management. The generic methodology combines equity interest and control under the heading ownership, and management participation is considered under a different heading. In the financial services charter, control and management are combined into one heading and equity interest is contemplated separately.

7.2. In addition, the financial services charter evaluates executive and non executive management participation separately.

7.3. Each financial services company to be 25% black-owned at holding company level by 2010. The total score for ownership is 14 credits although a company can score up to 3.5 bonus credits for compliance.

7.4. Of the 25% target for 2010, 10% must be held by way of direct ownership by black people. Upon attainment, the company is entitled to 12 credits plus a bonus of 4 credits.

7.5. Of the 25% target for 2010, 15% must be held by way of indirect ownership by black people. For every 4% over 13.75% to a maximum of 25%, the company will receive a credit of 0.5 upon attainment.

7.6. Indirect ownership may only be considered for credits if the level of direct ownership is in excess of 10%.

7.7. Each financial service company must achieve 33% black representation on its board of directors by 2008. The total score for board participation is 3 credits.

7.8. Two credits are awarded if 33% of board members of black 
people.

7.9. An additional credit is earned if 11% of board members are black women.

7.10. Each financial service company must achieve 25% black representation at executive director level by 2008. The total score for executive management is 5 credits.

7.11. Four credits are awarded if 25% of executive management are black people.

7.12. An additional credit is earned if 4% of executive management are black women.

8. Corporate social investment (total score 3 credits)

Each financial service company must spend 0.5% of net profit after tax per annum on corporate social investment. Three credits are awarded upon compliance.
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