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Name of Biil: Special Economic Zones Bill
Number of Bill: {B3B-2013)

Date of Deliberation 18 November 2013

1. Vote of the Legisiature

The province votes in favour of the Bill and mandates the Eastem Cape delegate to the
NCOP to negotiate in favour of the Bill within the following parameters:

1. Clause 6 Special Economic Zones Strategy

() In the absence of a finalised SEZ Strategy and a declaration of intent on
matiers subject to final SEZ Regulations, there remains some unease
therefore over the degree of exposure of Zones' participants o a
substantial body of dictates that will be applied ‘sub-legisiatively’, These
will emerge with the incoming SEZ Programme’s exercise of the range of
matters in the Bill that the Minister may prescribe {sometimes in
conjunction with other Ministries, such as Finance).
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(b) 1t would ‘appear to be a shori-coming of the Bill not to provide more
formally and directly for all spheres of State to subject the proposed SEZ
processes of strategy, policy and regulatory formulation to joint
deliberaiive mechanisms.

{c) A possible tension between national and provincial strategic priorities
could emerge and takes on extended significance when the Bill's specific
pronouncements on the operation orf governance and performance

-management controls are taken into- view. These are currently stmngly
oriented towards satisfaction of nationally determined priorities through
the setting of criteria and. conditionality to be imposed by SEZ sti‘uctures
opsrating as naticnal government oversight structures.

(d) From a provincial perspective, and given its stature as a Clause 76 Bill,
there appears litle In the way of formalised ‘check-and-balance’
mechanisms - crafted into the SEZ iegisiation o ensure concument
localiprovincial developmental aspirations will be interpreted and enabled
effectively as part of the SEZ's setting and periodic review of its guiding
policy and strategy.

2. Clause 7 Establishment of Special Economic Zones Advisory Board

(a) !t is imperative for Provincial Government and the existing zone operators
to be well-represented in the Advisory Board.

{b) insofar as the determination of a high-level programme strategy is
concerned, the Bill renders it a requirement only that the Minister consuit
with the Special Economic Zones Advisory Board - a structure that is so
constituted as io be dominated by national government departmenta!
representation.

{c) 1t appears that there is ho formalised mechanism of consultation with the
community of provincial economic development authoriies who are
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responsivie as the custodians of industrialieconomic development
initiatives at ground level,

{d) Improved consultation across govemment spheres may prove necessary
and prudent, especially where the resulting formulation and issue of SEZ
regulatory prescriptions may be found to inhibit the accommodation of the
{shori-term/fionger-ferm) provincial developmental needs and agenda
against (short-termflonger-term) national industrial policy aspirations or
priofities, < vt L . .

(e} The appointment of a member of the planning commission as well as the
DG of the Ministry responsibie for economic planning appears to be a
duplication.

®

3. Clauses 20 (Special Economic Zones Fund) and 21 (Support measures)

{a) There needs to be clarity and acceptance on the part of ali rle-players -
and especially on the part of National Treasury — as to the underlying
principies and intents that should (and will) govern the State’s posture on
the injection of future funding support (for infrastructure delivery on the
one hand and via operational investment on the other), Where the latter is
in play, guidance would aiso need to be given to government's anécipated
retumns for such investment.

(b} The DTV's thinking on incentive support for the economic zonas must be
strengihened considerably and elevated to a concrete package of
intentions. These should not only specify incentive offerings in a manner -
that is refleclive of, and consistent with, an IDZ context and environmant,
but should aiso be developed fo the point where their ufility and
acceptability can be tested against the incentive appetite of both National
Treasury and the target sectorsfindustries for which such incentives are
envisaged.
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(c) Both the quantum of funds transfer from national/provincial freasuries to

Zone developersfoperators and the reguisite institutional/sharehoiding
arrangements are set fo be impacted by the new SEZ programme regime.
For an entity like e.g. the East London IDZ, this means that it has to take
steps to formalise a restructuring of its basis of shareholding to ensure
that it wili remain eligible to apply for State funding support under SEZ.

{d) In-its brevity in dealing with State funding commitments the current SEZ

Bilt perpetuates the historic uncertainty over Zones resourcing, since
even the establishment of a central funding mechanism is something the
Minister ‘may consider — it is not a guaranteed programme éupport
deliverable.

(e) important from a provincial stakeholder perspective is that the Bill does

)

not provide insight into what prescribed/targeted industrial development
activity will be deemed eligible for public funding under an SEZ
dispensation and the nature of the funding instruments and terms that will
apply (possibly to replace current grant funding allocations). This can be

expected to emerge in regulatory prescriptions that will take their cue

from a strategic position of government that is not yet fully clear to Sector
parficipants and stakehoiders.

The issues raised above leave existing Zones programme projects
moving into the SEZ regime with attendant risks of:

(0 encountering funding shortfalls against budgeted business pian
expenditure {if IDZ applications to share in SEZ Fund support is
constricted due to instituional change requirements, new
programme procedural delays or funding disallowances);

(i) Consequential reduction or slippage in Zones® ability to achieve
key business plan targats {(including inward investment vatues and
Jobs), especially where the rate of attainment of these outcomes
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may be closely tied to elements of the current IDZ value offering
that may net receive public funding support in future.

{g} A drive for commercial participation and returns from the Zones projects
could have both positive and negative implications for some regions. For
example, the EC Province may find itself displaced in its bid applications
for allocation of SEZ funds or incentives benefits by competing industrial
nodes that are able to show higher latent.economic potentials and returns
{eg. minerals beneficiation zones where employment intensity and
industrial output may well be more dynamic).

(h) Clause 21(3) recognises that municipalities, provincial government and
public entities may pursue separate and parallel efforts to design “their
own support measures and incentive schemes” and while this duality of
approach creates a programming fiexibility that is desirable, it also serves
to underscore that the SEZ Bill is not going so far as to develop and
deliver a concerted and fully integrated response by go{.remment to the
nationat deveiopmental imperatives on strategic industrisfisation.

() Funding will become riskier in this model and with the kick off being
sooner rather than later. it appears that the DTI is positioning itss!f to
remove 1DZ's from the annual Division of Revenue and thus the CDC’s
major challenge would be to ensure a “soft landing" for funding especially
operational expenditure funding as this is likely to dry up soonest,

4, Clause 22 Implementation Protocol

(&) The Bill is appiauded for the mechanisms it has concaived for the Minister
of DT} to pursue an as-yet undefined package of new programme support
measures or other suppori programmes (including incentives). However,
from a provincial developmenial vantage point it is key to note that it does
not appear from the provisions in the Bill that this will be done conjointly
with the provincial government authorities hosting SEZ sites. '
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(b} To achieve the desirable efficient inter-governmental co-ordination
favourable {o iﬁward investment, it will be important for the Bill to become
far more explicit an how this will be realised and, especially, how the DT,
as the 1DZ Programme custodian, will provide the necessary leadership
and facilitation,

(c) A question arises as to whether the SEZ legislation acquits itself well (or
at all) as a cohesive instrument seeking to-address-the ‘concurrent’
interests of all spheres of government in respect to strategic industrial
devalopment and support.

5. Clause 25 Governance and management of Special Economic Zones

{a) The SEZ Bill asserts exiensive requirements concerning governance and
management confral matters and seemingly sesks to elevate to national
government level an increased oversight role (relative to the current IDZ
regime) of activity transacted by provincial entities. This may prove
problematic and even more cumbersome than the govemnance situation
currently in effect.

() A multiplicity of monitoring and reporting arrangements is imposed in the
SEZ draft legisiation and exercised directly from the national level. This
not only potentially undermines organisational focus for provincial
business enterprise delivery but is also costly in respect to time and other
resources utifised to satisfy duplicative accountability and reporting to
both the national and provincial levels,

(c) Public enfities responsible for Zones project implementation and
cperation are typically established at provincial level as PFMA-regulated
entities and are already subject to provincial level executive authority
compact or other performance confracting arrangements (which may in
many instances also be proscribed and regulated in other fprovincial]

.6
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I

legisiation).

(d} Imposing additional layers of govemance obligations and reporting
requirements {example: for the referral and consideration of strategic and
business pians} may lead to a contestation of primary public organisation
performance accountability — and especially where differing expectations
{or measures of performance) may well emerge from provincial and
national poiitical principals respectively.

(e) It appears from the Bill that the ‘framework of the special economic zones
strategy’ is to be raferenced and applied as the principal yardstick against
which an SEZ enlity is to be avaluated. This is despite the fact that, in
practice, its strategic deployment in support of a provincial
industrialisation agenda may typically be far more expansive than
performance objectives that may be captured and expressed in the issue
of the conditions of SEZ ficensing/pemmitting.

6. Clause 31{2) Special Economic Zone Operator

(@) A logicai inference of the propased Clause 31{2) is that the door is shut to
Economic Zone project delivery by any consortia of public developmental
organisations uniess they are constituted to act within a public/ptivate
arrangement. Such self-limitation of government's tapacity to initiate and
drive developmental outcomes is not desirable or logical and is in confiict
with the flexibility to do so as specifically afforded by way of Clause
25(2).(3) and (4).

it is also fundamentally inconsistent with the stipulations of Clause 23(1).
which permits various public organisations to act alone or jaintly to
proceed to establish an entity (as per Clause 25(1){a) to manage the SEZ
and also, by Clause 25(1)(b) to manage and operate the SEZ.

A suitable remedy could be found for this by rewording Clause 31 to
state:
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Special Economic Zone operator

31. (1) {a} A Special Economic Zone Board that has been established by

an _Applicant that is a national govemment_a provincial government a
municipality. a_public entify or a_municipal entity must follow a fair,

equitable, transparent. competitive and cost-effective _orocurement
process, when appointing an_operator fo develop, oporate and manage

that Special Economic Zone on behalf of the Special Economic Zone
Boaml . . N e LT .

{b) A_Special Economic Zone Board that has been estabiishad by an
Applicant _that is a public-private partnership may, subjec f to the
requirements of Clause 31(1)(c} slect to procure and appoint an op_g! rator
as contempisted in Clause 31(1)(a) or_ altematively, underiake to
discharge and fulfi the funclions of the operator_as part of the
manggement and operation of the public-private partnership,

(c) A Special Fconomic Zone Board that has been established by an

ficant that is a public-private partnershi a fo inister, in
the form and manner prescribed. for waiver of the rﬂuiremen{ to
establish a separate management entity. as required in Clause 25{1)(a)
and the requirement to_procure and appoint g separate operator. as

required in Clayse 31{1){a) provided that the Special Feonomic Zone
Board of the public privafe partnership—

i} is able to demonsirate that the public-private partnershi retains the full

and requisite capability and resources fo manage and operate the Special
Economic Zone as required by the Act and ‘

i} ackno s thaf alf duties, responsibiiities and obligation attendé

fo.an _operafor in the Act ere duties, responsibifities and obfigations
aftaching directly fo the public-private partnership entity.

7. Clause 38 Functions of Special Economic Zone Operator

8
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(a) Clause 35(a) constricts the strategic affairs and interests of the operator
to issues as articulated in ‘the framework’ of the SEZ strategy’ as
determined from time to: fime by the national minister of the DTIL
Conceivably, this means that strategic guidance given to an entity by its
immediate Board (SEZB) and by interaction with its provingcial parent
department (licensee and PFMA executive authority) may risk the
promotion of programme activity not prioritised in the national

" framework/strategy; '

If contestation ococurs an oparator will be required to assess whether fo
satisfy its direct executive authority oversight or to maintain good standing
in relation to the national SEZ programme/strategic intent.

(b) Clause 35(f) calls for the operator to invoke “regulations™ which such
entities are not empowered to transact (unless specifically constituted to
do so as part of founding provincial enabling legisiation that establishes

. them).

{c) Clause 35(h) would seek o elevate alignment of SEZ marketing efforts to
the national Advisory Board (rather than this activity taking its direction
and alignment from its immediate provincial mandsating or shareholder
interests. Again this presents a potential for the Operator to be caught in
a situation of contested performance priorities in which any decision-
making could leave it with awkward defences to be made in respect fo
justifying its performance against predstermined objectives.

E. Clause 39 Transitional Provisions and Savings

(a) In accommodating the existing IDZ programme into a new SEZ ragime,
the Bill seeks fo impose a requirement that IDZ OCperators take
responsibility for ensuring that “the industrial development zone complies
with the framework reguiating Special Economic Zones in terms of this

5
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Act, within three years of commencement of this Act.

(b) The manner in which this objective is stated presents several actual or
potential difficulties:

() It is not clear what the scope of this Clause is when reduced to
practical matters that the Operator must respond to within the
proposed time limitation. By technical definition the term ‘industrial
development zone' refers to an area in the Bill definitions.
Consequently, compliance with the regulatory framework would
appear to be signalling compliance of the zone to the named physical
raquirements as envisaged in Clause 34.

(i} However, by its context in the Bill, the clause foliows Transitional
Arrangement discussion of the status of Zone designation, the
currency of the Operator permit and the status of the admissibility of
enterprises to be located within an SEZ complex. If such wider
context is applied to the requirement to demonsirate compliance, it
should be observed that the Operator has only limited capacity to
assure alf elements meet with a state of “ramework” compliance —
and the latter itself remains a term that is vague and undefined,

(c) More fundamentally, IDZ Operators who are subject to the transifional
requirements of the bill may raise objection over the basis on which a
time limitation has been introduced with the move of the IDZ Programme
into the SEZ dispensation. Currently IDZ Permits are not of fixed duration
and their progress to deliver Zone outcomes varies from project to project
and is dependent on the size of development, jocation and complexity Bf
each project and various external developmental and operational factors.

(d) The DTI's development of the SEZ Prograrme as a successor to the IDZ
regime recognised a series of programmic shortcomings that restricied
and impacted IDZs defivery which the SEZ Programme is seeking to
femedy through better planning, co-ordination and resourcing by

10
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govemment. The SEZ Programme has not set itself a timetable or
deadiine for addressing all the matters its SEZ Policy has identified as
historic programme weaknesses and it is questioned what has informed
the legislator's election of a three-year period for 1DZs to demonsirate
compliance from date of commencement of the new SEZ Act.

{e) This matter could be resolved in the instance that the Bill defines more
clearly what transitional compliance outcomes are expected of IDZs (as
one class of SEZ projects) and what enabiement is to be instituted by the
SEZ Programme to assist IDZ/SEZ Boards and their operating entities to
bring their zones to an expected standard. Such a remedy would
reposition compliance as a shared outcome of the Operator and the DTI
as programme enabler.

~ {f) The transitional arrangements make provision for the existing 1D2's to be
granted SEZ-IDZ licences without further application. However it is not
clear who will be granted what as the designation presently lacks specific.

2 General Recommendation

(a) The drive to expedite the parliamentary process for the Bill has geemingly
outpaced nascent efforts by the DTl to forge a conclusive, shared
strategic intent for Zones among all stakeholders across all spheres of
State.

(b} it is submitted that there maybe negative implications around marketing
and performance management however it is expected that these shall be
of & strategic nafures, and shall be discussed as part of the sirategy.

{c) There is alsc an issue in terms of the continuation of the SEZ/IDZ
program as an exported orientated program. In order not to fall foul of
WTQ provision in refation to export subsidization, the dii shall have to
selectively apply its incentives program. The creation of incentives for
investmenits in what is then an export ares (aliowing “selective”
subsidized imports) might reduce the costs of manufacturing, which in

11
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tum couid displace local established investments.

10.  The intention of Bill was supporied.

Rt 1311 [av12.
HON X PAKATI (MPL) ' DATE
CHAIRPERSON OF THE PORTFOLIO COMMITTEE ON ECONOMIC
DEVELOPMENT, ENVIRONMENTAL AFFAIRS & TOURISM

12
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ECONOMIC DEVELOPMENT PORTFOLIO COMMITTEE
REPORT ON

SPECIAL ECONOMIC ZONES BILL [B3-2013]
(Section 76)

1.

INTRODUCTION

The Chairperson of the Economic Development Portfolic Committee Hon. Mafika
Mgcina, tables the Committee’s Report on the Special Economic Zones Bill [B3-
2013], Section 78, as follows:

PROCESS FOLLOWED

The Speaker, Hon. Lindiwe Maseko formally referred the Special Economic
Zones Bill [B3-2013], a Section 76 Bill to the Portfolio Committee on Economic
Development, in terms of GPL Rules 252 read with 253, 254 and 255 for
consideration and reporting.

On Tuesday, 22" October 2013, the Portfolio Committee on Economic
Development received a presentation on the Bill from the National Department of
Trade and Industry. In the same meeting, the Committee aiso received a
presentation on the views of the executive related to the Bill from the Department
of Economic Development in terms of rule 257 (3) (a) of the Gauteng Provincial
Legisiature.



Over and above the presentations from the two respective National and Provincial
Departments, the Committee received a presentation on the research analysis
focusing on the socio-economic and financial implications of the bill, followed by a
legal opinion on the bill. The Committee thereafter requested for public comments
through the media on the bill.

The Committee deliberated on the technical and substantive amendments and
subsequently adopted the Negotiating Mandate on the Special Economic Zones Bill
[B3-2013] in a meeting that convened on Tuesday, 19" November 2013.

3. PRINGIPLE AND OBJECTIVES OF THE BILL

The purpose of the bill is to provide for the designation, promotfion, development,
operation and management of Special Economic Zones: to provide for the
estabiishment, appointment of members and functioning of the Special Economic
Zones Advisory Board; to empower the Minister fo establish the Special Economic
Zones Fund; to regulate the application, issuing, suspension, withdrawal and
transfer of Special Economic Zones operator permits; to provide for functions of the
Special Economic Zones operator; to provide for transitional arrangements; and to
provide for matters connected therewith.

The objectives of the Bill are :

e The determination of Special Economic Zones policy and strategy;

» The establishment of the Special Economic Zones Advisory Board;

* The establishment of the Special Economic Zones Fund fo support the
development of Special Economic Zones;

» The designation, promotion, development, operation and management of
Special Economic Zones;

» Regulatory measures and incentives for Special Economic Zones in order
to attract domestic and foreign direct investment; and



5.1.

5.2,

» The establishment of a single point of contact or one stop shop that
delivers the required government services to businesses operating in
Special Economic Zones in order to lodge appiications to various
government authorities and agencies and to receive information on

regulatory requirements from such authorities and agencies

4. OVERVIEW OF PUBLIC SUBMISSIONS

As part of its functions and obiigatibn, the Committee requested for public
comments on the Special Economic Zones Bill [B3-2013). The Committee
received one written submission from:

> Kuilman Mundell & Arlow Attorneys
The said submission is attached herein for ease of reference.

FINANCIAL IMPLICATIONS AND SOCIO ECONOMIC IMPACT ASSESSMENT
OF THE BILL FOR THE PROVINCE

FINANCIAL IMPLICATIONS OF THE BILL

Based on the socio-economic analysis on the bill as presented to the Commitiee
as well as the views expressed by the Executive, the Committee is of the view
that the bill as referred to the Committee in its current form does not have any
unfavourable financial implications for the province.

SOCIAL IMPACT ASSESSMENT

Chapter 2 of the bill speaks to the purpose and strategy of Special Economic
Zones. The success in implementing the bill will enhance performance of IDZ’s
as a lack of strategic focus and unclear policy framework attributed to the lack or

inactive performance of IDZ’s.



* The numerous reasons stated as the purpose of the bill in section 4(1) will
significant positive impact on developing the economy, such include but are not
limited to developing infrastructure required to support the development of
targeted industrial activities; promoting regional development; creating decent
work and other economic and social benefits; generating innovative economic
activities and attracting foreign and domestic direct investment.

* The establishment of the SEZ's Advisory Board is welcomed and it is expected fo
ensure that the implementation and efficiency of SEZ's are maintained and thus
augment the attainment of economic growth and job creation. Consequently, the
functions of the board as ouflined in section 11(1) will ensure that the
implementation of strategic plans is executed. The assessment and review of the
SEZ's will ensure that they achieve the planned objectives of promoting
economic development and national economic growth.

* The bill recognises the need for distinct support measures, hence the inclusion
for that prerogative in section 21(1). Thé implementation of support measures
and different incentives schemes will play a significant role in encouraging
businesses to be involved in the development as well as the operation of SEZ's.
If appropriate and effective incentives schemes are introduced they would play a
crucial role in enticing potential foreign investors. As a result the proposed
incentives i.e. reduced corporate tax rate by 15% has the potential to attract the
necessary foreign direct investment into South Africa.

+ The bill's proposal of a single point of contact or a one stop shop is essential for
enhanced efficiency as it will provide simplified procedures for the operation of
SEZ's. The effective implementation of a one stop shop will improve coordination
of the functions of the state. Moreover the prescription of different categories of
SEZ’s namely a free port; a free trade zone: an industrial development zone and
a sector development zone promotes variety and diversity instead of the
Iimitatibn of depending on a single classification.



6.

VIEWS OF THE PROVINCIAL EXECUTIVE COUNCIL (THE DEPARTMENT OF
ECONOMIC DEVELOPMENT)

The enactment of the Special Economic Zones Bill will positively affect the Province in

the following aspects:

7.1.

7.1.1.

by the provision of worid class productive infrastructure built through the SEZ
fund support;

re-industrialization through clustering;

centralized marketing spearheaded by Trade and Investment South Africa;
strengthening of sectoral competitive advantage of regions;

ring-fenced job creation, Skilis and technology transfer; and

added benefits on marketing of the provinces as SEZ’s are well marketed
internationally .

no provisions of the Bilt that will negatively affect the Province economically,

it will benefit the province and the regions to the extent of creating new growth
frajectory.

Province and regional stakeholders have to agree on sectors to be promoted and
the location of the infrastructure for this Bill to be a success.

COMMITTEE RECOMMENDATIONS

The Committee proposes the foliowing amendments to the Bill:

On section 25, page 12, after line 32 to insert “subsection 7”:

“The Minister must make regulations regarding- ,

(a) composition of the Special Economic Zone Board:

(b}  the term of office of the Special Economic Zone Board;

(c)  functions of the Special Economic Zone Board;



7.1.2.

(d) code of good conduct and disclosure of interests for the Special
Economic Zone Board; and
(e}  any other matter which in terms of this Act is required for the proper

implementation of or administration of this Act”
On section 38, page 16, after line 47 to insert “subsection 4”:
“The Minister must make regulations regarding-

(a) the prescribed time periods applicable for the Special Economic
Zone Board to decide on the approval or disapproval of a licence of
an application to locate a business within the Special Economic
Zone; and

(b)  the practice and procedure to govern appeals brought against the
decisions of a Special Economic Zone Board”.

NEGOTIATING POSITION ADOPTED BY COMMITTEE

The Economic Development Portfolio Committee supports the principle and
details of the Special Economic Zone Bill [B3-2013] with the proposed
amendments.
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Zones Bill [B3-2013].
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1. INTRODUCTION

The ﬂonourable Speaker of the Mpumaianga Drov:n\.:ai Legisiature referred the Spesial
'...canamnc Zemes Bits [B3B - 2013} (the Bill) to the Portolic Committes on. Agriculiure, Rural
Development and Land Aemmzst ation; Economic: Dﬂveiopment Environmant and Tourism {ihe
Comwnitiee) for further- processing and report back o the Legislature in accordance with Rule
185 of the Ru!as and Orders of the Mpumalanga Provincial § Legisiature.

The Gommittee was tasked to process the Bil { before 20 Novemnber 2013 in order 1o provide the
delegation repre senting the Provinge of Mpumaianqa in the National Council of Provinces
{NCOP} with the necessary mandate to negatiate.on behalf of the Province in reiation to the Bill.

2. BACKGROUND
The following bac kground out!mas the contem which' nncessﬁarﬂd the Special Economic Zones
{SEZ) Bill and the ensuing pro es towards formulation of the Bill:

industr&ai -Dnvmiopment‘ Zon= (IDZs) '5r{3uramme 199% was an incentive programme e
tablish IDZs, which isa type. of special economic zons providing special provisions to develop
industrial growth in pamc_ﬂargemgrapmcat areas. The iDz,.ngramme di¢ not perform as
expectéd. This necessitated the Palicy review pro'"' 838 in 2006 which sought 1o review the
perfarmance of the 1DZs and address the: chalienges experienced by the IDZ Programme

Roport.of the Portiolic Cammi'te@ ‘on Agricoiturg, Fural Deveiopment and Lang Aammlmramh Econohiic Zevelopmen, Smvirenment ant
Tourigm on the BROAD. BASES BLACK ELONORIS EMFOWERMERT BILL [B1428.2012)



The New - Gmwth Path {“ﬂﬁ?"}, National Development ?&a*s {(“NDPY} and ?«Ea‘égmai
: mdusi’riaﬁ Poilicy Framﬂwark (“M&PF”} Gutgmaé the faﬁéswmm

¢ 'qr—\ssonamg o vhafinngzng giobal: and &omﬂs‘uc economic conditions dﬁmafads & sz"an:»er
focus on New sources of competitiveness;

. .Achinvmg this: thmugh innovation and produc?:vxty, with an entrenched base in sidlls,
.snfraaiructufe and e“nc;ent angd rﬂsponswr—* state ar‘taon

. Measurﬂs had: to be rmp!nmanteﬁ to

= enhance domestic and rmg:on‘ai- demand

< extend export promotion stra‘eeg:caliy

< gtrengthen South African industrial base _
< promote labour-absorbing: industriglisation path -

& draft ,pé:siicy on Speciat Economic Zones was introduced in June 2011 with the aim to:
« See SEZs asame hamsm to contribute towards rﬂah$a=:10n of ‘economic growth and
' deveiopmﬁm goals in NDF, NGP & NIPF

« See SEZ Bill an instrument o address shortcomings of 102 Programme by creating
formal regulatory framework

- The Commitiee was made aware ot the jollowing legisiative nrocess that was followed:

= August 2011 MIN-MEC approved the draf S22 Bill and Poiicy for submission before
Cabinet;

¢ December 2011 Cabinetapproved public consuliation on the draft SEZ Bl
¢ January 2012 draft SEZ Biil publishad th Governmearn: Gazatie for public commant;

* March 2012 draft SEZ Bill presented beiore Economic and Empiloyment cluster for
comments and inputs;

e July 2012 draft SEZ Bill giscussed ai NE am\, and process at NEDLAT finalised on 34
October _2_:’.;}.? 2

¢« Draft. S =7 Bil submitied to State Law Advisors in Nov 2012;

& February.2013 ciréﬁ SEZ Bill certiified by Staie Law Advisors

Report of the Portfolic Committes on Agriculture, Rural Development and tand Adminic travion; Econamic. Deveiopmens,
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« Special Economic Zones Bill, 2013 published in Govemmenf-&azeﬁe of 1 March 201%5;
« Spgcial Economic Zones Sil (2613) was gazetted fo; bublic comment on Marci'; 2013;
¢« The Bilf waca :mroaucec? to f’a, ament on'-';’%“fu‘%arch.i?{}??' '

+ The.DTI presented tne Bill ano :] backgmmna to the Bill 1o the Portfolic Committes on
Trade and fndustry on 28 Aprit. 201

< The Portfalic Commitiee on Trade and ‘Industry received written subwsséon&‘ from
various stakehoiders and the pumizc '

R The SEZ Bl was adapteci by the Dartfauo Cammrttee and t;y the isé_aﬁoaaé._msemg;y in
August 2013; and ' ' o

= The SEZ Billis now bemg presentad io the Sslect Ccmmlti:ee on Trade ans international
Helations for concurrence

| The Commitiee noted that the Bill has been: thz’aug?t the: censaitaism staasac: ot natmna%
pubi:c heatrmgs ‘which were canducted by the BT o

3. OBJECTS OF THE BiLL
The objects of the Bill are:
-« To provide for the designation, promotion, ceveiopment, ‘operation and n*aragcmem' of
Special Economic Zones;

& To provide for the gstabiishmani, apocrntmﬂm of members angd functioning of the
Special Economic Zoneg Advisory Board;

« Toprovide for the establishmeant of the Speciat Economic Zonas Sund;

*  To regulaie the application, issuing, suspension, withdrawal and transier of Special
Economic Zones operator permits:

&

To crov:dn tor functions of the Speciai £ zconomw Zones operator;

&

To provide for transitional arrangaments; and to provide for matiers connected tharawith,

Report-of the Portfolic Committes gn Agriculturs, Rurai Development and Lang Administration; Economic Davoiopmeans,
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4 WETHOD OF WORK

" The Commitiee interactad with the Bill as foliows: -

QJ

The Honourabtﬂ Spcakcr referred the BIE? 1o tne Somm E‘E@“‘ for ¢ nsidera’ci_oﬁ and report

"back 10 tne Housea.

] ﬁmreaﬁﬂr the uommzﬁee met o 23 Oﬂtwe, 2013 for. a: bﬂ“?lﬂg sesszon on tae Blfs __ -

Hon MP Sibandse, .2 Permanent Delegate reprasnntlnc; Mpuma&anga in thm F\COP' '

briefed ’ma ‘Commitiee:

‘The Commi‘tee resolved, in terms of Secizon 118 (‘?} of the Con:.txtufam ta f*cndac‘
-public hmarmgs onthe wff Pubiic: hearsngs wara conduc ad on 30 October 2013 in faiif

three districts os the Province.

The --Cemmittee solicited pu'b'iic apinion onthe Bilt by interacting with tha'-idenﬁﬁﬂd
communities and stakenholders at the public hearr:ga and aiso bv inviting stakeholders
1 submit wrtﬁer comments on the Bill. '

Subsequ'entiy the Commitiee met on 12 November 2013 to consider its draft report

and nagotiating mandate on the Bill.

5. DRIEFING 2Y THE NCOP

?)

Hon MP Sibande brigfed the 'Qommiﬁée on the Bill. He was accompanied by three
senior officials from the Department of Trade and industry {the OTI) namely, Mr Kaya
Nggaka {Chief Director: infrasiructure Invesmmant Support): Ms Keletsc Tssle {Deputy

Director: Industrial Davelopment Zones) and Mr Jabulani Sithoie (Députy Diractor: 8EZ

Monitoring and Evaluation).

Provincial stakeholders invited to the brisfing session and public hearings:

Department of Economic Devstopment, Envirenment and Toutism
Mpumalanga Economic Growth Agency (MEGA)
‘Department of Human Settlements;

Gooperative Governance and Tradifional Affairs {*’“G‘“T&;,
Department of Public Works, Roads and Transport

Fok ok b
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<+ South African.Local Government Association. ‘SALGL%;
o 3 Mnuma a"xga ‘House of T radmona& Leaders (MHTL)

8.1.  Overview of the Bill

" Hon Sibande provided a political o varvuew of thﬂ Bilt and emp}’as.zeci the importance of the
provinces: role in. the passsng of bills. Bilis must actuaily do what they proclaim. He f__unther state
that the SEZ Bill ig vary progrﬂsswe ang’ t?‘al it opmpa South Africa up 10 the ‘bi:g ‘picture of
"-economtc growth. ' ' '

After-his overvzew the Honourable. Mﬂmbﬂr requasted Wir. Nggaka from the DT to unzzacfv the
“objects of the Bili and present the Bill io the Commztzee and the invited szaknhcide

The DTl made a concise clause by ciau&e'rpresentaﬁon o the Commiﬁee. T?;eraaﬁer' the
Committee interacted with the DT on the key issues:raised by the Bill,

5.2, imisraction during the briefing

The Committee interacted with Hon Sibande and the DTt on the Bill. The foliowing comments,
concerns and clarity-sesking guestions were raised by the Commitiee: '

& How would the assessment process of ‘applications from- provinces be acnﬂ and what
ware the reasons that provmc s-had to make an application o the Minister insiead of the
Minister identifying areas and then ﬁe&gna‘cmg tham ag SEZs.

. Clarity was sought about the nature of ih\, F500 mitlion camai investment by the DTI

¢. The Commitize questioned wnntner thn tocal S WE's and co-operatives would benafi
during the appeintment of operators in the 8,_2 The concermn was that SEZs must create
work for the peonie and Operaiors should not exploit them.

e,

“Further clarity was also saught by the Committes about the SEZe being & {ax-fras zone,
g __ g
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The matier of the Mpumalangs Fresh Produce. fv’arg t was raised and the DTI was asked

“whether this huge pro;eutrcouﬁd be funcied-if an SEZ appimanqn;was sunmrﬁed.

The Committze enqmrmd abam hew the Bl would sireamiing ail the various existing
MOUS of the DT '

The Go'mmittee expressed an inigrest in _the' roli-out of the fraining programme, singe only
30 D1 officials were trained in China. Training was emphasized as an imporiant aspect -

Far the Succéssfui implementation of the SEZ programr_he-and the ensmng legisiation.

A questron was also raised. abcui hcw the currently miamdaieci md sirial pa"rks in the

Provmca wouici bencm from the SEZ 8:%(

The DTl -respomﬁed- on the is_suss raisezﬁlby'??x_e c’émmﬁzﬁee as foliows:

e
(=8

Appilcattons raceived from provinces will De overseen by boarff in addition, the DT!
reported that systems are being putin oiace to monitor the process: befsfn an area cari

be designaied an SEZ, a feasibility study and market analysis are conducted. It was alse

clarified to the Committee that the Bil! does aiiaw'st_he Minister to designate SEZs

The R500 miliion allocated to an SEZ is a grant (seed funding} for preparatory warh in

terms of appom%mmnt of pro;oct managers and feasibiiity studies.

The department reporiad thai the iavestors:in'ZSEZs will become the emplovars of SMMEs
and skilied people; this will Isad to decent jobs being created. Al operators shauld thus
have strategies in place to fink SMMEs:in the SEZ and trainthem.

Furthermore, the DT! clarified that goods comiing in and going out of SEZs wili be duty
free {iree frade zone). _-E_t-Waé mentioned that thers are spacial procasses for thess qoods.

- The DTl acknowledged that the Mpumalanga Fresh Produce Market was 2 good project,

i that it was linking investors io producers (farmers) and that ali processing wouid be
taking place within the province. ‘The DTI mentioned that agro-processing is WETY
beneficial in an SEZ.

-Report of the Portiolls Committes on Agriculture, Rural Devnicpmenx. and tand Administration: Economic Dieveicpment,
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Regarding the Committes concerns about training, it was mentionad that the DT has

consulted SETAs and acknowledges the importance of skitls deveiopmént strategies.

The DT} indicated that the former industriat parks will ‘be revived as part of the SEZ

- programme,

{-After the discussions, the Commitics ackngwiaﬁgg:i?fthat ihe_.‘_'ﬁéié;wss pgegregséy&ﬁ ini

6.

et

‘| relation ta the further deveiopment of the provincial and national seanomy. -

Paaasc:fécwsugiﬁwam‘?ﬁacsss '.

F?ubiic'Educaﬁeﬁam‘i}%*?uhéis-_ﬁé&rings’

The PPPS (Public Pariicipation and Petitions ‘Saction) of the Legislature facilitated public

education workshops a few days beiore the public hearings. The stakeholders were angaged

and duly informed about the processes of the Legislature and the significance of the legistation
at hand. ‘

o

An apsn invitation o the public hearin_gsand a calt for public comments on the Bil' was
published in naticnat and regional ._brint' media. Interested and affected stakshoiders
were invited to submit written commants on the Bill on orbefore 08 November 2013,

Targeted stakeholders -in-organised business sector were invitad to attend the public

hearings and to make written submigsions on the Sill,

The advertisement appsared in the following publications during the week of 28
‘October 2013: The Lowvelder {whole province} and Daify Sun {whole nrovinca.

The Bill was uploaded -onio the Mpumalanga Provincial Legisiature  wabsite o

M mpuleg.gov.za; an. electronic version of the Bill was also emailzd o interested.and
affected stakeholders, |

Report of the Portfolic Committee on-Agriculture, Rural Devetopment 'anz:-’-‘Lané-h#minéstfation; Egonamic Deveiopmens,
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e Commitiee: fa"%iﬁi’&i@d public consultation o the BHE ang the public hearmgs oy 'E??ez o

Bili took piace o 36 Gu.tahas' 23 from:02:00 ~13: G& as follows:

. "E}ES?R!CT . : -.?ENQE N .

"éhimnzenir .' ,Mbom%;_e_ta’tbcail Muni_cipa}?fy, 'Eﬁetspruié,,Mpumalan'gé_:’.?mvir?cia% Legislature { .
| Gert Sibaﬁi&e ' Gé?én Mbetki Local rvi—x:zﬁi._c_ipéiity,'Seq_;ar:jéa, Mz.):z.*z.iaéipai Council Chamber
: Nkanga_i%_:_: - Emalahieni Local M_uﬁiéihaiity,---tff‘ﬁ_t_'aénk, LynviE_ie-Communig_}r_--ﬁaii

“tn addition :_tci}s'%akehaiders invited to the briefing, inyitéticns {0 public-hearings were also sentto:

= Community members

= Lowveld Kruger Chambar of Business and Tourism

e~ South African Local Government Association (SALGA}

¢ Mpumalanga Provincial House of Traditional Leaders {(MHTL)

< Executive Mayors, Speakers, ‘Municipal ‘managers, MMC's, ward ‘coungiliors, warg
© commitiees and CDW’s of the three locat municipalities

e LED sections of the three targeted local municipaiities

6.5.1. Stakeholder input during the public hearings

fm\)

The Commitiee Members who were daployed at the various public hearings engaged the.

public by explaining that the reason for the Legistatura conducting public hearings was to

involve the public in its Eagiséanve pmcasse« as required by Saction 118(1) of ‘the

N Constitution of the' Repwi[v of South Africa

b, Alfter explaining to the pub!'c the main objectwms of the Dro;:aasag Bill and its implications

for the Province, the Commities Mambefs then interaciad wrth tn& nublic onthe Bill,

€. At each public hearing, the Committee ensured that the stakehoiders in attendance

understood the main objectives of the Bif! and that thair guestions were respondad fo,
| _

Teport of the Portfollo Committee on. Agriculture, Rural Develepment and Land Administration; Stonomiz ‘Bevelopment,
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I turn, the communities in each district wers requested fo give the Committes & mandasa
githerin support of or notin suppart of the Bilf,

' FU%LES"HEA’?EN& AT EHLARZEN! DISTRICT, MBOMBELA LOCAL MUNICIPALITY

The foilowfng content matierswere recorded during the pubiic hearing at Nelspruit:

The Bill is benaficial 'siqcn i -prématea job creation, skills transiar and -economic
devaiopment, which is in fine with the prcvmc;a{ ouicomes and national priorities " of
government. The Bill will improve tha country’'s infrastructure and: mahe it. more atiractive
“to international investors. . |

The aim of the SEZ strategy is to create industriai complexes in geographical arsas: that
wiid promote export opportunities; th:s will attract investors who will fund the. mfraszru"tu;e
development. The focus is also on value add to the fina! product; this will have
significance for co-operatives in the SEZ

SEZ taiied in the past due to jack of capaciy. The role of the SEZ Board was explained,
indicating that it would handie appiications from investors whe wanied to invest in the
SEZs. There will also be an SEZ Advisory Board that will advise the Minister on SEZ
applications and interventions, monitor policy impiementation and issue licences.

The DT! indicated that-an audit was conductad of all the alg industrial parks.in conjunction
with MEGA and with-an aim to revive them within the SEZ mods!.

The National Treasury has provided R4 billion for the implementation of the Bilt; the SEZ
fund is therefore in place. Howaver, ths provincial government will have to fund the
operational costs of the SEZ. The ‘national government wiil be responsible for capital
infrastructure.

There are currently five (5) SEZs in the couniry; in Mpumalanga the DEDET has
submitied -an- application 1o designate the Nkomazi local municipality as an SEZ in the
province. However, the application is not vetapproved. Currently, there are ten {10)8EZs
planned-for the country. The DT! indicated that Transnet will be part of the Nkomazi S7

Report of the Partfolic Committes on Agriculture, Rural Development ane Land Agministration; Economiic Peveiopmend,
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. The province will have to appoint a special purpose vehicle (SPV) to manage the SEZ -
this could be an 'e'ntity,' & municipality or & public ‘pri\fate parnership oparating as an SEZ

- company. The SEZ must have & plan to attract investors;.ihe plans will be approved by -
the DTL. | |

- The SEZ regulations xfuiﬁ be _enac%éﬁ once the Bill is passéci,' which _vgiEE -.prevent )

' expioitatéon ‘and ensure propér -rmrécesses for imptementation of the iegisiaiioh The SEZs .

were preceded by the Industrial Dmvmlapmen Zones '{ii}Zs those 1DZ: regut a‘;lons ang
ooaratars wili be m{;orporatﬂd into tné SEZ once the Sil is.passezi. _

. Tho Chairperson rﬂqu'ssied the various stakﬂhotcsar aepaﬁmmnts in attendance 1o make
;any inputs: These depariments included the DzB:T MEGA, DHS, COGTA. They ware in
“support of the BIll. ' i

«  Themain iseues raised by the members of the public at Nelspruit were;

=% .Concern was raisad whether foreigners would be given preference over South African
citizens in terms-of employment opportunitias,

= . Proposals ware made around the issue of training of officials on the SEZ model: the
sense was that more people needed toibe trained and that focal graduates should be
used in the training programmes. '

= Questions were raised by the public about the SPV that will be appoinied to manage
' the S£Z on behalf of the Province;, the sense was that it should not be profit driven
so that the locat co-operatives and the people of the province must truty benaiit.

= There was also question as to whether an assaciation of co-operatives can be an
SEZ operator. It was mentionsd ahai the government should nzav:iv support the idea
of co-aperatives funclioning as opﬂratos's withir: the 8EZs.

= Clarity wag also soughi regarding the seat.of the SEZ Board; #t was felt that the Board -
should be closer to the provinces. The DT clarified that the Board is &t 2  national
fevel but uses the MINMEC as a forum. The DT!, however, promised to invastigate
this matter and give feadhack.

Regport of the Fortioits Commities on Agricubrure, Rural Developmant ang Lang Rﬂmm!stratsa"‘, Economic Devﬂiﬂszmem, '
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| Onthe whole, the. at&enﬁees at %hm E\éﬂispm;% ublic. heas’mgg agresed that the Bl shcuié bs

: sugzpanecﬁ The G@mmrﬁee was given.a manéate by the public t¢ supnort the Sifl. -

PUBLIC HEARING AT GE;-;E’ S!B&NE?E BESTQEwsg G%&%& MBEKI LOCAL ﬁﬁimiﬁipﬁﬁﬁ”
The'fotinwing concerns by.thé public wers recorded at Secunda:

¢ There must be a--mechanism pu’i"ih place ts ensure 'ihat tha m\festcrs dav=tc;p skifls of
the iocal peo;oie in; ihﬂ areas- whﬂre m.onom: onas w;is be established. '

‘e The Bill' ‘gives too much pawers 1o the: M!ﬂlat The powers of "thé-ffsf?ii:nis’ter 'nﬁjst.b'e
- reduced, :

e When foreigners come and invest in the SEZs, labour rights must be protected 0 avoig '
- having local peapte working as-siaves. ' '

Onthe -whbie; the attendess at the Ssesumia public hearing agreed that the Bill should be.
suppotied. The Commitiee was given & mandate by the public to- support the B, '

PUBLIC HEARING AT NKANGALA DISTRICT, f--E?ﬁALﬁHLENE LOCAL MUNICIPALITY
‘The following matters were recordsed at Witbank:

< The atzenaees raised congerns about ‘the chalfencea i terms of the fact that: with
regard 1o the Board, the Bill is not ciear wha—{her the Board will havm youth
representatives who will ensure that the Economic Fones benefit them, Furthermors,
there should be z clear oriteria in the Bilt that wili ensure that & cerain percerﬁ:agﬂ of
youth become part of the SEZ.

¢ Since Mining contributes in the economy of the Province. It should be considered as
much as agriculture is considered in'the SEZ.

©  There should bes funds and & programme that is developed to educate the communities
on the Bili since most of the disadvaniaged communities are not famiiiar with the

Report of the Portiolic Committes On Agriculture, Rurel Bevelopment and Land Adminkstration; Econbenic Davelopment,
‘Environment.and Tourism on the SPECIAL SCONOMIC ZONES BILL fEak2013)

Ty

Page 13 af 3




Special -Economic Zones. The ‘lack of knowledge may reduce the chancas for the
uneducated peopie from benefiting in the SEZ.

¢ Bunicipalities should play & vital role and be ‘involved in the SEZ so that they also
benefit, '

On the whole, %hﬁ attendess. at the ‘Witbarik p.a?;zélf‘ hearing agreed that the Bl sﬁwuié be
. suppar&eﬁ ‘The Commities was given & maﬁdaie me the public to- suppsr% the Bk

L8512 fWriﬁen-carnmentsm the Bill

No written commen?s on the B;ii were reﬁelved fror'i alt threﬁ regions or from any other
stakehol :ﬁors by the dug date.

7. COMMITTEE OBSERVATIONS

a)  After examining the Bill and considering the inputs from stakeholdars, the Committee
concludad that the Bili does not pose any challenges to the principias of the Constitution
of the Republic of South Africa.

0} The Commitiae expressedits support for the objectives of the Bill as it is vary prograssive
for the Province in what it sesks to achieve through the special economic zones in terms
of job ereation, skills transfer and economic development.

¢; The public parficipation process was fruithul and the public in attendance at sl
three public hearings understeod the significance of the Bill, engaged with the
cantent thereof and thereby unanimousiy supported the BilL
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&  CONCLUSION

The Committee facilitated -ths involvement 0? the pubiic in conswemg the Special Economic
~ Zones Bill [838- 26?3? b«t ccnduczms public ‘education ;vé"c'}}kqhon and pubuc ;ﬁearmgs in the
' targetea cammumiles; as well as:publishing & call for written comments on-the Bill in the print

media. After considering all the inputs, the Committee also acknowiedged-its support for the Bill,

g. =-'aacomm_smamaﬁs‘ )

in ilgm of the ahove conciuszon the . Commities - recommends. that the House confers the

necessary mandate upon the Permanent Delegate representing the Provings of Mpumalanga in
the NCOP to negu’uate infavour of the Special Economic Zones Sill [B3B-2013] taking into
-account the Commitiee’s observaisons in thig repor.

HON. RC MAHLOBOGOANE (MPL) DATE
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Reterence: 16.7.1.1 ' Enquiries: jmiohlakoans

NEGOTIATING MANDATE FOR SPECIAL ECONOMIC ZONES BILL [B 3B-2013]

(Section 76 Bill)

1.

2.2

2.3

INTRODUCTION

The Chairperson of the Portfolic Committee on Finance, Economic Development &
Tourism, Hon G Parker, tables the Commitice's negotiating ‘mandaie on the Spegial

conomic Zones Bill [B 3B-2013] as adopted by the Porffolio Committee on 06
November 2073,

PROCESS FOLLOWED

The Speaker of the Northern Cape Provincial Legistature, on receipt, referred the Special
Economic Zones Bill [B 3B-2013] to the Portivlic Committee on Finance, Economic
Development & Tourism on 08 October 2013,

On 25 October 2013, the Portfolic Committee on Finance, Economic Development &
Tourism received & briefing on the Bill from the National Depariment of Trade & tndustry
and NCOP Permanent Delegate, Hon Sinclair. :

The Portfolioc Commitiee resolved at the meeting of 25 October 2013 to hold two pubiic
hearings on the referred Bill in Kimbertey (Greenpoint and Roodepan), in the ragion of
Frances Baard, to solicit the views of communities and stakeholders with regard to the
Special Economic Zones Bili [B 3B-2013)

Two (2) public hearings were concurrently hefd on 01 November 2013 as per Committes
resolution anc both written and orat submissions were calied for. The public engaged with
the Members of the Provincial Legislature in respect of the Bill.

On 06 November 2013, the Portiolic Commiftee on Finance, Economic Development &
Taurism deliberated and considered the Special Economic Zones Bill'[B 38-2013]

STAKEAOLDERS’ INPUTS ON THE BILL

31, The establishment of Special Economic Zones should not be onty on cities: rural
commiunities should also be considered in order to benefit from this establishment.

STAKEHOLDERS' POSITION ON THE BILL
The stakeholders voted in favour of the Bill in both public hearings.
COMMITTEE INPUTS DN THE BILL

Historizally, the Northern Cape nad not been considered favourably in a5 far as economic
development is concemed and the Department of Trads and industrv should put more



emphasis in promoling economic developmenl, therefore. the Commites made the
following inputs;

5.1. Tne Special Economic Zone in Norfhern Cape should not be limited to Upingion Sciar
Park only.

5.2. The Gamagara Mining Corridor should also be considered as Special Economic Zone.

.3. The State Diamond Trading should reiocate to Kimberley in order to promote diamond
bensficialion in the Province.

5.4, The Northern Cape is the second largest producer of sheep woo! in the country. Pixlay
Ka Seme Region should be considered as a Special Economic Zone for woo! procassing in
the country.

PORTFOLIO COMMITTEE POSITION ON THE BILL

After due deliberation, the Pordfdhe Committee on Finance., Econormic Devalopment . &
Tourism, guppotts the Biti.

COMMITTEE ADOPTION OF THE BILL

The Committee adopted this negotiating mandate duly signed by the Chairperson of the
Commitiee.

The Committee recommends to the House to mandate the Permanent Delegates to
pariicipate in deiiberations at the negotiating stage and to support the Bilt faking note of
the commerits and recommendations raised by the Commities.

VL
HON B PARKER
Chairpersen
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