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Conflicting social objectives?
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Objectives of BBBEE
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BEE facilitates growth?

Economic
merit

Growth &
Efficiency

« Government support (contracts, funding)
* Increased market share

Distribution « Productivity improvements

* Increased volumes

* Premium prices (FairTrade)

* Buy-in from stakeholders (especially internal)

» Prosperous environment




IDC—linking BEE with growth

BEE Acquisitions

e Only buy-in into profitable entities (sunset
businesses; cycles important)

* Reasonable vesting possible
» Pricing preferably at discount

» Partnership risk-taking
— No artificial match-making
— Commitment from BEE party

— Vendor support

» Correct gearing & funding instrument
(target company & BEE grouping)

ABC/ IDC AgriBEE Survey

Status of BEE implementation
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place
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BEE strategy




ABC/ IDC AgriBEE Survey

Current focus areas
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Ease of implementation

Socio-Economic development _
]

Enterprise development

Preferential procurement
Skills development
Employment equity

Management control

Ownership
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Scale 1 (most difficult) to 7 (easiest)
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ABC/ IDC AgriBEE Survey

Type of ownership

15% B External BEE
partner
B Workers Trust

O Community Trust

O Other

33%

ABC/ IDC AgriBEE Survey

Enterprise development

B Emerging farmer development
projects

B Joint venture with black
company

O Business development with

9% community

O Joint venture with labour in
green fields projects

32% 11%

B Management of farms on behalf
of black owners/communities

B Other




Case studies ...
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Case study - Workers trust model

Keboes Fruit Farms

IDC Warehousing 44.6%
for Workers
trust & BMFI
RCF
5.4%
BMFI

Karsten Group —51%

IDC is a 36.55%
shareholder

500ha project

Crops: Table grape, dates,
melons and sweet melons

Location: Augrabies &
Kakamas

Total project cost = R120m
1,165 jobs




Workers trust model

» Challenges

— Expectation management
Proper & timeous worker facilitation
Independent facilitators

— Capital beneficiaries vs. income beneficiaries
— Impact on area wage structures
— Visible financial benefits

— Participation in management & board structures (internal vs. external)

Case — study: Co-operative model

Bethlehem Farmers Trust

Manage, technical
Support and training
= mentor




» Challenges
— Strong commercial management/co-ordination required
— Unequal commitment & ability from co-operative members
— Wage earners vs. owners ... expectations
— From farmers to business people
— Alignment of institutional investors
— Training

Kat River Citrus Empowerment Project

IDC

Loan repayment

0-operation
agreement

R . ) Loan agreements:
Riverside Citrus Finante

Established citrus farming, packing and
marketing operation in the Eastern Cape.

Services & Salaries 3 )
3 15 Emerging
‘ Farmers




» Challenges
— Differentiated enabling support
— Emerging farmer participation in whole value chain
— Continued commitment from developer
— High-level business negotiations
— Risk-taking

Amajuba berry project

60ha of raspberries under
protective structures in
Volksrust at a cost of R40m

800 jobs

IDC business

<:| support

Warehousing for
Community Trust

ﬁ Long term lease

Charlestown

Prosperity Trust Community Trust —

1,100 beneficiaries
« Plant material 100ha of restituted land

* Technical expertise




» Challenges
— Capital security
— Negotiation structures within communities
— Level of business acumen
— Disillusionment with various promises
— Board participation
— When will benefits flow to the community?

BEE

— | ———* Target Company

Consortium

Challenges
» Consortium alignment

» Consortium domination

* Focus —thinly spread

* Underperformance = lack of interest & BEE value add

* Over-performance = “greed”; forget about other covenants
* Economic downturn




* Proactive facilitation required
— BEE & economic growth (increased production)

e Acquisition finance essential — timing not
optimal

e Opportunity —

— Expansionary acquisition

— Enterprise development
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