DEFINITIONS - FSC REPORTING GUIDANCE NOTES

	 ABSIP 
	Association of Black Securities and Investment Professionals

	ACI
	Association of Collective Investments

	BBBEE 
	Broad Based Black Economic Empowerment

	BCEA
	Basic Conditions of Employment Act

	BEC 
	Black Empowered Company.

	BEE
	Black Economic Empowerment.

	Black people
	Black people mean all Africans, Coloureds and Indians who are in paragraphs 5 and 11 the term shall include permanent residents of the Republic of South Africa. The word “black” when used in conjunction with other words shall have the same implications. Entities may include or exclude people of Chinese origin in their calculation of black people for the purpose of calculating employment equity and skills development performance.

	Black unemployed people
	Black unemployed people means black people who are unemployed, are not attending or required by law to attend an educational entity and who are not awaiting admission to an educational entity. Interpretation Black people who are not gainfully employed and/or do not receive a regular income are considered to be unemployed.

	Black women
	Black women means black people who are women.

	Black youth
	Black youth means black persons who are also youth as defined in the National Youth Commissions Act.

	Casual workers 
	People that work less than 22 hours per week without a fixed contract with the employer and works at irregular intervals. Interpretation Fixed Term, Casual and Seasonal Workers are still considered employees but they are non-permanent employees, or employees engaged in non-standard types of employment. Most of the employment Conditions covered by the CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes11 BCEA applies only to employees who work for their employer for more than 24 hours a month. Thus Fixed Term contractors who work more than 24 hours a month are employees and are covered by all BCEA chapters. But Fixed Term Contractors who work for less than 24 hours a month are still employees but not covered by all BCEA chapters.

	Charter council
	The Financial Sector Charter Council established in terms of paragraph 15.1 of the Financial Sector Charter

	COGP
	DTI Codes of Good Practice on BBBEE

	CPI
	The Consumer Price (CPI) Index is the index of prices of are representative basket of goods and services which are used to measure inflation in the economy so that macro economic policy can rely on comprehensive and up-to-date price information as a stand alone statistic or else as a deflator of consumer expenditure in the expenditure national accounts. CPI is also used to measure changes in the cost of living of the majority of South African households so as to ensure equity in the measures taken to adjust wages, service agreements and contracts.

	CPIX
	Consumer Price Index The CPI excluding the interest cost of mortgages is derived by excluding the interest rates on mortgage bonds from the basket of goods and services.

	Designated investments
	Designated investment means any form of statutory or voluntary deposit, saving, investment or risk insurance placedor made by the South African public (whether of a wholesale or retail nature, but not by one financial entity in another). For 2007 reporting purposes pension fund assets must be excluded from the calculation of each entity’s share of designated investments.

	DoL 
	Department of Labour

	DTI 
	Department of Trade and Industry.

	Effective date (the “effective date”) until 31 December 2014.
	The targets in this charter will be applied from 1 January 2004

	Employee (Labour Relations
	This document uses the term employee as defined by the CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes12

	Act (LRA) of 1995) 
	Labour Relations Act as amended, that is: Any person, excluding an independent contractor, who works for another person or for the state and who receives, or is entitled to receive, any remuneration; and any other person who in any matter assists in carrying on or conducting the business of an employer. A person is presumed to be an employee if, until the contrary is proved, he or she works for or renders services to, any other person and if any one of the following factors are present: The manner in which the person works is subject to the control or direction of another person; The person’s hours of work are subject to the control or direction of another person; In the case of a person who works for an organisation, the person forms part of that organisation; The person has worked for that other person for an average of at least 40 hours per month over the last three months; The person is economically dependent on the other person for whom he or she works or renders services; The person is provided with tools of trade or work equipment by the other person; or The person only works for or renders services to one person.This does not apply to any person who earns in excess of the amount determined by the Minister in terms of section 6 (3) ofthe Basic Conditions of Employment Act.If a proposed or existing work arrangement involves persons who earn amounts equal to or below the amounts determinedby the Minister in terms of section 6 (3) of the Basic Conditions of Employment Act, any of the contracting parties may approach the Commission for an advisory award on whether the persons involved in the arrangement are employees.

	Executive management 
	Executive management means X number of people identified by the Board of Directors by name and position as the top managers of that financial entity, where X equals 0.4% of the total staff of the financial entity employed in South Africa, with a minimum of 9 people and a maximum of 50.by the Board of Directors by name and position as the top managers of that financial entity, where X equals 0.4% of the total staff of the financial entity employed in South Africa, with aminimum of 9 people and a maximum of 50.

	Expatriates 
	An expat is a Foreigner working in the RSA office of the Global firm on a limited-term mandate. An expat’s contract of CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes13 employment remains with the expat’s Home Office (e.g. UK) and the South African office becomes the Host Country

	Fees
	Fees charged by a Labour Broker, independent contractor and personal services company and personal services trust for services rendered to a client.

	Financial entities
	Financial Entities means banks, long term insurers, short term insurers, re-insurers, managers of 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 this country and entities listed as par tof the financial index of a licensed exchange. Any other entity in the financial sector, including licensed exchanges, may opt in. Interpretation All financial entities listed in the definition have to comply with the FSC. Other entities within the Financial Sector, which are not listed in the definition, such as licensed exchanges, etc,may opt in and adopt the FSC in their companies. They are however not obliged to do so.

	Fixed term employees 
	Fixed Term employees are employees that sign a contract for aspecific period of time with the reporting company. They arepaid a salary and attracts skills development levy

	FSC
	Financial Sector Charter.

	General agents
	An Intermediary who is contracted to sell such products by a (single) member office, but is allowed to sell other life office’s products via that member office.

	Global policy 
	Global policy means a globally and uniformly applied restriction, regulation, or directive imposed on a foreign owned financial entity by the parent company or on any financial entity by a regulator, which governs that financial entity. (Linked to Expatsas per FSC 4.6.4)

	Human resource development
	For the purposes of the FSC, Human Resources will include Employment Equity Thresholds, Skills Development and Learnership Programmes FSC 5.1: Disparities in the South African workplace resulting from past discriminatory practises and laws are not only unjust, but also have direct negative implications for economic efficiency, competitiveness and productivity. It is, therefore, in CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESSFINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes14 the country’s long term national interest that a broad based and diverse pool of skills is developed for the sector to unleash the potential of all South Africans. FSC 5.2: Consequently, each financial entity undertakes to: Promote a non-racial, non-Sexist environment and to enhance cultural diversity and gender sensitivity within the sector. Invest in human resource development across the full spectrum of skills, with special emphasis of increasing the participation of black people in skilled, strategic and operational leadership in the sector. Invest in and equip current and future leadership incumbents in the sector with the appropriate knowledge and capacity to enable them to play a central role in driving the transformation programme.

	IBA
	International Bankers Association

	IISA
	Insurance Institute of South Africa

	IMASA 
	Investment Managers Association of South Africa

	Independent contractors (as per the Income Tax Act, 1962)
	When dealing with natural persons only, an amount paid for services rendered is excluded from remuneration if the payment is made to: A resident of South Africa, and The payment is for services rendered in the course of carrying on any independent trade The Act specifies that an individual is not carrying on an independent trade (i.e. is deemed to be an employee) if the person: Renders service to or on behalf of a Labour Broker; or Is a Labour Broker; or is subject to the control or supervision of any other person as to the manner in which duties are to be performed or hours of work; or Is paid at regular daily, weekly, monthly or other intervals.Interpretation CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESSFINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes15 An independent contractor is an individual who is contracted to the reporting company to perform or deliver a specific task. Once that task is completed the contract between the parties come to an end. This differs from a fixed term contractor who is employed for a specific period of time.The contract between the parties comes to an end at the agreed date stated in the contract as opposed to the coming to an end of a specific task. Independent contractors are not considered employees of the reporting company, as they are not under the ultimate control or direction of that company. These independent contractors are placed in the reporting company for a specific mandate. Therefore, these independent contractors are accounted for elsewhere. To include independent contractors as part of the reporting company would be double counting in certain instances .Labour Broker employees are not considered employees of the reporting company, even if they have a contract with the reporting company, as they are not under the ultimate control or direction of that company. The employees of the Labour Brokerare placed in the reporting company for a specific mandate.Therefore, these labour broker employees are accounted for elsewhere. 

	Industry
	Industry means a sub-sector of the financial sector.

	JSE
	JSE Ltd

	Labour broker (Basic Conditions of Employment Act (BCEA), 1997)
	A labour broker is as defined in the Basic Conditions of Employment Act: A person who for reward: Provides a client with other persons to render a service or perform work for a client; or Procures other persons for a client, and remunerates those other persons for their services to or work done for the client.

	LOA Life Offices Association
	CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes16

	Living Standard Measure (LSM)
	2004
2005
2006
2007
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6,466.00
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8,458.00

9,247.00
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12,647.00
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18,664.00

18,955.00

19,974.00

20,376.29



	Market share
	See Share of designated investments

	Net operating profit after tax
	Net operating profit after tax (NOPAT) is the operating profit (EBIT) minus taxes. Another word for net operating profit after tax (NOPAT) is the profit after tax. These are the net profits of acompany after taxation. EBIT is also referred to as "operating earnings", "operating profit" and "operating income".

	Origination
	This is also known as loan origination Origination is the process through which a mortgage lender creates a mortgage secured by some amount of the mortgagor's real property. Everyone must go through the origination process when securing a mortgage for a piece of real property. It is through this process that the terms of the mortgage agreement (amount of loan,interest rate, compounding frequency, etc) are established and the involved parties legally bind themselves to the transaction.

	Participating entity
	A financial entity that is required by virtue of its membership of a trade association that is a signatory to the Charter to submit an annual report to the Council, and which has not, prior to the due date for submission of that report, been exempted by the Council from doing so; a financial entity that has opted into the annual reporting process

	Permanent residents (Immigration Act No. 13 of 2002)
	Permanent resident is The holder of a permanent residence permit has all the rights, privileges, duties and obligations of a citizen, save for those rights, privileges, duties and obligations, which a law or the Constitution explicitly ascribes to citizenship.Subject to this Act, upon application, one of the permanent residence permits set out in section 26 and 27 may be issued to a foreigner.CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes17A permanent residence permit shall be issued on condition that the holder is not a prohibited or an undesirable person, and subject to section 28 of the Immigration Act no 13 of 2002.

	Personal Service Companies and Personal Service Trusts (as per the Income Tax Act, 1962)
	A company or Trust is classified as a personal service company or trust if both of the following two conditions are fulfilled:(1) Services must be rendered to a client or clients on behalf of the company, personally by any person who is a connected person in relation to that company, and (2) Any one or more of the following criteria are present: The person rendering the service would be regarded as an employee of the client if the service was rendered directly to the client, without the interposition of a company; or More than 80% of the income of the company in the year of assessment from services rendered consists of receipts from any one client or associated entity; or The person rendering the service, or the company, is subject to the control and supervision of the client as to the manner in which, or the hours during which, the duties are performed; or The amounts paid or payable for the services are payable at regular daily, weekly, monthly or other intervals. If these two conditions are fulfilled, there are two exclusions, any one of which will prevent a company from being classified as a personal service company. (1) A company is a labour broker( 2) A company, throughout the year of assessment,employs more than three full time employees who are on a full time basis engaged in the business of the company of rendering such services

	Reporting entity 
	The entity on whose behalf the report is being completed.

	RSA 
	Republic of South Africa

	SAIA
	South African Insurance Association

	Salary 
	Refers to the income earned by either employees, or fixed term contractors for specific organisations from whose income deductions are made for the regulatory and statutory requirements e.g. PAYE and other taxes. CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes18

	Salary/fee rule 
	A person who does work for a company and gets paid a feeand is excluded from paying skills development levy would beexcluded from headcount and payroll spent. A person who does work for a company and gets paid a salary,the company deducts statutory amounts and the salary attractsskills development levy would be included in headcount and payroll spent.

	Salary/wages
	For the purposes of calculating employment equity and skills development, salary or wages means total cost-to-companyand includes: Basic salary Car allowance Cash equivalent of use of company vehicle valued as per the Income Tax Act fringe benefits calculation Housing subsidy Pension (employee and employer contribution) Provident fund (employee and employer contribution) Medical aid (employee and employer contribution) Cell phone allowance Guaranteed bonus specified in conditions of employment,including 13th chequeThe following are excluded: Share Options Bonuses (Discretionary), unless the bonus is more than 50% of the annual package, in which 50% of that bonus is included Overtime pay Encashment of leave The salaries (as defined above) of expatriates must be included in skills development performance calculations.

	Secondees
	A secondee is a South African employee working in a non-RSA office of the reporting company on a limited-term mandate. A secondee’s contract of employment is still with the Home`Home Country Office (RSA). This individual is included in the CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 19 RSA office’s head count. An international secondee is a non-South African secondee from another country working in an RSA office of the reporting company on a limited-term manadate. This secondee’s contract of employment is still with the Home Country Office (non-RSA) and the employer benefits paid in the Home Country Office (non-RSA). This individual is not included in the RSA office’s head count.

	Share of designated Investments
	Entities’ share of designated investments as at 31 December2003 is one of the factors used in determining their targets foraccess to financial services and empowerment financing.Appendix B, which includes the top 40 entities by share ofdesignated investment as at 31 December 2003, enablesentities to calculate their share. The term market share is generally used in the Charter and inthis document to mean an entity’s share of the total designatedinvestments held by the industry in which it operates. This canalso be calculated on the basis of the data provided inAppendix B. Please note the definition of Designatedinvestments and the exclusion of retirement funds for 2007reporting purposes.

	Skills development spend 
	Skills development spend means funds allocated and used inthe training of black employees and includes all items covered by the SETA consolidated training costs schedule. These include: Research, planning, design, logistics and admin plus overhead costs; Provision, incl. payment to external providers; Remuneration (compensation and benefits) for training function staff; Consultancy costs; Training facility rental; Travel, lodging for trainees and trainers; Computer-based training; Attendance at conferences and symposiums to the extent that this is reported in the reporting entity.In-house training costs include: CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes 20 Total compensation and benefits (remuneration) of trainers and administration involved; Facility, lodging and equipment hire; Teas and lunches for training. External training costs include: Consultancy costs; Total compensation and benefits (remuneration) of administrators involved; Facility, lodging and equipment hire; Costs of travel by means not owned by the company. Developmental training includes all training costs associated with the delivery for medium- to long-term development: Management, supervisory, team leadership and communication training. The analysing of training and development needs. Developing training strategies. The design and delivery of developmental training programmes. Technical training includes all costs associated with the delivery of training that is specifically task-related: Induction and organisational awareness. Basic training relating to production, service, quality maintenance and administration. Basic communication skills. Bursaries and scholarships include all costs associated with the provision of bursaries or scholarships to employees. This excludes both bursaries and scholarships awarded as part of corporate social investment programmes and study loans. Participant support costs are direct costs for items such as remuneration, subsistence allowances, travel allowances, and registration fees paid to, or on behalf of, participants, trainees, CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes21 or speakers (but not employees) in connection with meetings,conferences or training projects.

	SME
	Small and Medium Enterprise.

	Targets
	For purposes of the FSC, target shall mean the percentage or score that the reporting financial entity has to achieve by the specified date. Interpretation The targets in this Charter will be applied from 01 January 2004 (the ‘effective date’) reviewed on 31 December 2008 for the period to 31 December 2014.

	Temporary employment services (Basic Conditions of Employment Act (BCEA), 1997)
	(1) For the purposes of this Act, a person whose services have been procured for, or provided to, a client by a temporary employment service is the employee of that temporary employment service, and the temporary employment service is that person’s employer.(2) Despite subsection (1), a person who is an independent contractor is not an employee of a temporary employment service, nor is the temporary employment service the employer of that person.(3) The temporary employment service and the client are jointly and severally liable if the temporary employment service, in respect of any employee who provides services to that client, does not comply with this Act or a sectoral determination. Interpretation The employees of temporary Employment Services are not considered employees of the reporting company, as they are not under the ultimate control or direction of that company.The employees of the Temporary employment services are placed in the reporting company for a specific mandate.Therefore, these Temporary employment services employees are accounted for elsewhere. To include Temporary employment services employees as part of the reporting company would be double counting in certain instances.

	Threshold 
	A designated performance achievement level at and below which a reporting entity scores none of the points to which it would have been entitled if the threshold had not been imposed. Once an entity exceeds the threshold it will score as though no threshold exists.CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance NotesCHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS 22

	Tied agents
	An Intermediary who is contracted to sell long-term insurance products by a (single) member office (for long term insurers members). Bank commission earners will be classified as Tied Agents as well for purposes of the FSC. Interpretation An agent, although not under the ultimate control or direction of the reporting company, is inextricably linked tothe company, as they are restricted to selling the products of the reporting company only. Therefore, it is not an accurate reflection of the reporting company to exclude tied agents entirely. However, including the tied agents at their full commission would again not be an accurate reflection, as the commission earned does not translate to salary brackets as the FSC intends as the role and responsibility of the tied agent is not brought to fruition inthe reporting enitity. In addition to included the full commission earned by tied agents would inflate the payroll spend figure which has a direct impact on the SkillsDevelopment Levy calculated. The resulting inflated training cannot be passed on to these tied agents.

	Total basic payroll 
	Total basic payroll is the amount paid or payable by way of any basic salary, leave encashment, wage, overtime pay, discretionary bonus if more than 50% of total guaranteed package, gratuity, commission, lump sum payment, annuity, emolument, pension or provident fund, medical aid, car allowance, housing subsidy, cell phone allowance, guaranteed bonus, cash equivalent of fringe benefits, directors’ remuneration, etc

	Unemployed black graduates
	Unemployed black graduates mean black people who have a formal tertiary qualification but have been unable to find employment relevant to their qualification due to a lack of pertinent work experience or are unemployed. Interpretation The graduates may be unemployed or employed in a position that is completely unrelated to their qualification, e.g. a receptionist with a commerce degree.

	Unemployed black matriculant 
	For the purposes of the 2007 reporting process a black matriculant, or the NQF Level Four equivalent, is a black person who has a matriculation qualification but does not have a tertiary education qualification FINANCIAL SECTOR CHARTER COUNCIL 2007 BEE Performance Reporting Guidance Notes 23 Interpretation These matriculants may only have a matric certificate and no further qualification or work experience. Or, they could have part degrees or qualification and are not gainfully employed.

	Year
	All references to a year mean 31 December of that year (e.g.2008 means 31 December 2008). A year runs from 1 Januaryto 31 December of that same year. When reporting to theCouncil, the figures should reflect the status of the reportingcompany as at 31 December of the year under review.

	Youth (National Youth Commission Act 19 0f 1996)
	“Youth” mean persons between the ages of 14 and 35 CHAPTER 1 – BACKGROUND TO THE 2007 REPORTING PROCESS


