Understanding B-BBEE Compliance in South Africa

A Practical Guide for SMEs and Growing Businesses

Broad-Based Black Economic Empowerment (B-BBEE) is a key legislative framework designed to drive economic transformation in South
Africa. Compliance is not just regulatory—it is a strategic tool to unlock opportunities, secure contracts, and enhance business credibility.

1. Business Categories & Compliance Requirements

Category Annual Turnover Compliance Requirement

Exempted Micro Enterprise (EME) Less than R10 million Sworn Affidavit or SANAS Certificate

Qualifying Small Enterprise (QSE) R10 million - R50 million Full Scorecard (unless 251% Black
Owned)

Generic / Large Enterprise Above R50 million Full Scorecard & SANAS Verification

2. Determining Your B-BBEE Level
e 100% Black-Owned — Level 1 Contributor
® >51% Black-Owned — Level 2 Contributor

e <51% Black-Owned (EME) — Level 4 Contributor

3. Evolution of B-BBEE Verification
e Pre-2013: Accountants could issue B-BBEE confirmation letters
e Current: Only SANAS-accredited verification agencies can issue certificates

e Certificates issued by non-accredited parties are invalid and illegal

4. The Role of the Accountant Today
e Commissioning sworn affidavits (if Commissioner of Oaths)
e Performing factual findings on turnover and ownership

e Supporting compliance through validation and advisory

5. The Five Pillars of the B-BBEE Scorecard
e Ownership - Black shareholding and economic interest

¢ Management Control - Representation in leadership



o Skills Development - Investment in employee training
e Enterprise & Supplier Development - Supporting black-owned businesses

¢ Socio-Economic Development - Community upliftment initiatives

This guide is for informational purposes only. Ensure your documentation is issued by a SANAS-accredited verification agency or supported
by a valid sworn daffidavit.



SARS Administrative Penalties

A Practical Guide for Taxpayers and Business Owners

Staying compliant with the South African Revenue Service (SARS) is essential to avoid unnecessary financial strain. Administrative non-
compliance penalties arise when required tax returns such as Income Tax, VAT, or PAYE are not submitted.

1. How Penalties Work

e Penalties are triggered when SARS identifies outstanding returns
o Charged monthly for each return not submitted

e Can accumulate for up to 35 months

e Monthly penalty ranges from R250 to R16,000 depending on taxable income

2. The 'Dormant Company' Myth
e Dormant or non-trading companies are still required to submit tax returns
o Nil returns must be filed even when there is no activity

e Failure to submit results in monthly administrative penalties

3. Consequences of Non-Payment

Third-party appointments Offsetting future tax refunds against

Debt Collection Process

(Banks/employers) outstanding debt

4. Roadmap to Resolution

Step Action Required
Submission File all outstanding returns (including nil returns)
Remission Apply for penalty remission or lodge an objection
Payment Request a deferred payment arrangement if applicable

Our team at VTN provides expert support in resolving SARS penalties, including return submissions, penalty remissions, objections,
and structured payment arrangements.



SARS Registered Representative (RR)

Your Essential Guide to SARS Profile Access

A Registered Representative (RR) is the critical link between your business and SARS. Without an active RR, you cannot submit returns or
obtain a Tax Compliance Status (PIN).

1. What is a Registered Representative?
e A natural person appointed to act on behalf of a company, trust, or organisation
e Manages SARS profile, submissions, and correspondence

e Typical roles: Directors, Trustees, Public Officers, or authorised administrators

2. Registration Process & Requirements

e Appointment Letter or Power of Attorney (if applicable)
o CIPC Registration Certificate or Trust Deed

o Certified ID copy of the Registered Representative

e Proof of residential address

® Personal income tax number of the RR

e Security verification photo (see example below)

Security Photo Requirement (Important)

SARS requires a clear selfie taken on the day of submission. The person must:

- Hold their South African ID

- Hold an A4 paper with handwritten message: 'PLEASE UPDATE MY DETAILS'

- Include the current date

[Pro Tip: face the camera, hold ID in one hand and A4 note in the other clearly visible]

3. Processing Time

SARS may take up to 21 working days to process RR updates if all documents are correct.

4. Why This Matters

e Required to submit any SARS returns and obtain a Tax Compliance Status (PIN) - without it, you are locked out of SARS systems.

VTN provides expert support in registering and updating Registered Representatives, fixing eFiling access issues, and ensuring full SARS
compliance.



Tax Planning for Entrepreneurs

Maximizing Growth, Cash Flow & Compliance

Tax planning is the structured and lawful analysis of your financial affairs to minimize tax liability while remaining fully compliant. For
entrepreneurs, it improves cash flow, preserves wealth, and supports long-term sustainability.

Is Tax Planning Legal?

Yes. South African law permits tax-efficient structuring where transactions are genuine and have commercial substance. However, SARS
applies General Anti-Avoidance Rules (GAAR) to prevent artificial arrangements designed purely to evade tax.

Top Tax Planning Strategies for SMEs

e Income Splitting - Allocate income for legitimate services to benefit from lower tax thresholds (subject to attribution rules).
e Strategic Donations - Up to R100,000 per individual per year tax-free (R200,000 for spouses combined).

e Retirement Funding - Deduct up to 27.5% of income (capped at R350,000 annually).

o Capital Gains Tax Optimisation - Use annual R40,000 exclusion and plan disposals strategically.

e Tax-Free Investments - Invest up to R36,000 annually (lifetime R500,000) with zero tax on returns.

o Trust Distributions - Distribute income to beneficiaries to reduce overall tax burden.

e R&D Incentives - Claim enhanced deductions for qualifying innovation activities.

e Loan Account Management - Avoid deemed dividends and donations tax risks.

e Accurate Provisional Tax - Ensure estimates meet SARS thresholds to avoid penalties.

e Compliance Discipline - Maintain accurate records and timely submissions.

Tax planning is an ongoing strategic process.

VTN helps align your tax strategy with business growth, cash flow management, and long-term wealth creation. Our services include
salary structuring and provisional tax management.



Habits of High-Performing Entrepreneurs

Insights for Growth, Discipline & Strategic Execution

Success in business is rarely accidental. It is the outcome of consistent habits, disciplined thinking, and intentional action. This insight piece
highlights the behaviours that consistently separate high-performing entrepreneurs from the rest.

1. Strategic Workflow & Execution

e Protect your time — eliminate distractions and focus on high-value activities
¢ Apply the 80/20 principle — prioritise the few actions that drive most results
e Start your day with deep, focused work

e Tackle the most difficult task first

e Prioritise execution over perfection

e Track performance and continuously refine your approach

2. Personal Discipline & Energy Management

e Prioritise quality sleep to maintain performance
o Stay physically active to sustain energy levels

¢ Build discipline — consistency beats motivation

e Maintain a positive and grateful mindset

3. Growth, Network & Influence

e Commit to continuous learning

¢ Surround yourself with high-performing individuals
e Develop strong communication skills

o Create value before expecting returns

e Stay curious and adaptable in a changing environment

These habits are not complex — but they are not easy. The difference between average and exceptional lies in daily execution.
Entrepreneurs who consistently apply these principles position themselves for sustainable growth and long-term success.



Winning Markets in South Africa

Strategic Insights for SMEs to Capture Market Share

Winning a market is not just about entry — it is about building a sustainable competitive advantage. For South African SMEs, this means
capturing market share, outperforming competitors, and navigating a complex operating environment.

1. The Pillars of Market Success

e Market Share - Capture a meaningful portion of your target market
e Revenue Growth - Expand offerings and customer segments

¢ Brand Recognition - Build trust and visibility

e Customer Loyalty - Retain clients through consistent value

e Scalability - Position your business for regional or global growth

2. Winning in the South African Context

Strategy Why It Matters
B-BBEE Alignment Unlocks access to corporate supply chains and government opportunities
Operational Resilience Mitigates risks like load shedding and infrastructure challenges
Financial Agility Improves cash flow and access to funding
Community Integration Builds trust and creates competitive barriers

3. Strategies to Expand Market Reach

e Target underserved markets such as townships and niche segments
e Leverage Enterprise & Supplier Development (ESD) opportunities

¢ Adopt digital tools to improve efficiency and reduce costs

e Strengthen local supply chains to reduce dependency risks

Market leadership requires a combination of strategy, compliance, and execution. VTN supports SMEs with strategic compliance,
financial management, and operational resilience to drive sustainable growth.



SME Digital Filing System

A Practical Record-Keeping Framework for Growing Businesses

Effective record-keeping is a foundational business discipline. While it may seem administrative, it plays a critical role in compliance,
funding readiness, and operational efficiency. Well-organised businesses respond faster, reduce risk, and build credibility with

stakeholders.

1. Why Digital Filing Matters

e Supports SARS compliance and audit readiness

¢ Improves access to funding and investor confidence
¢ Enhances operational efficiency and decision-making

e Reduces risk of lost or incomplete records

2. Recommended Folder Structure

e Admin & Legal - Contracts, SLAs, onboarding, FICA, meeting records

e Statutory - SARS, VAT, PAYE, Income Tax, CIPC documents

e Insurance & Risk - Policies, schedules, claims

¢ Finance - Bank statements, invoices, expenses, loan agreements

o Fixed Assets - Asset register, invoices, disposals

¢ Payroll & HR - Employee records, payroll reports, compliance

¢ Management Reporting - Financials, dashboards, performance tracking
¢ Funding Applications - Business plans, projections, investor packs

¢ Tenders & Compliance - B-BBEE, tax clearance, registrations

3. File Naming Best Practices

Use a consistent format for easy retrieval and audit readiness.

Example:

Finance > Bank Statements
2026-03-01_to_2026-03-31.pdf
2026-04-01_to_2026-04-30.pdf

FINANCE SALES

01 - Mar26 Sales Pitch_OBR
02 - Apr26 Sales Pitch_CBC

HR

Payroll - Apr26



4. Strategic Advantage

e Faster response to SARS queries and audits
¢ Improved funding approval success rates

¢ Better internal control and decision-making

e Scalable systems for business growth

A structured digital filing system is not just administrative — it is a strategic business asset. VTN Oracle supports SMEs in building
compliant, scalable, and funding-ready financial systems.



