
 

 
 
Standing Committee on Finance (National Assembly) 
Parliament of RSA, 
90 Plein Street 
Cape Town  
8000 

 
 

8th March 2018 
 
MEDIA STATEMENT: CALL FOR PUBLIC COMMENTS ON THE PROPOSED 
CARBON TAX, DECEMBER 2017 
 
Attention: 
Ms Teboho Sepanya 
Mr Allen Wicomb 
 

Per e-mail: 
tsepanya@parliament.gov.za 
awicomb@parliament.gov.za 

 
Dear Sir/Madam 
 
The Association of Cementitious Material Producers (ACMP) would like to thank 
the Standing Committee on Finance for calling for comments on the proposed 
Carbon tax Bill published on 14 December 2017. The stakeholder engagement 
undertaken to date by the Department is highly appreciated confirming the 
participatory approach adopted by National Treasury to inform the national climate 
change response. 
 
The Association of Cementitious Material Producers (ACMP) is an association of 
cement producers representing all major producers in the Republic of South Africa. 
 
It is important to note that the ACMP members are fully committed to responding to 
impacts posed by climate change but are of the view that the carbon tax regime will 
pose a significant challenge to the cement business. The cement sector has over 
the past years proactively addressed climate change concern as can be noted in 
Figure 1 below. 
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Figure 1. Emisisons profile 1999 -2016 (tons CO2/ton cement) 

 
While the ACMP acknowledges that carbon tax could be one of the policy 
instrument to facilitate a transition to a lower carbon economy, the ACMP is of the 
view that based on South Africa’s socio-economic situation and its developmental 
state, implementation of the Bill must not be supported at this stage as there are 
already other policy measures to give effect. 
 
Implementation of the carbon tax regime would result in higher costs of doing 
business. Furthermore, it is also noted that the current draft Bill provides no 
certainty to the carbon tax regime beyond 2022 which results in poor decision 
making with respect to future investments and technology spend.The cement 
sector is already trade exposed which impedes the profitability of the sector, 
particularly with the increasing cheap imported cement landing on our shores which 
will clearly receive a competitive advantage for not being exposed to the carbon 
tax. This will have further negative  consequences to the local industry.  
 
Furthemore, many of our cement producing hubs are located far from the 
metropolitan economic activities and the knock on effects to these regions will be 
significant in terms of both the cement sector as well as its supply/value chain in 
terms of logistics, etc. 
 
However, please find below specific comments on the following matters as related 
to the cement sector in the context of the current carbon tax regime published by 
National Treasury: 

1. Carbon tax as a policy instrument to direct mitigation action in the context of 
the current developmental state of South Africa 

2. Socio-economic implications related to the cement sector 
3. Revenue recycling 
4. Timing of imposition of the tax 
5. Schedule 1. Table 1 energy combustion emission factors 
6. Rate of tax 
7. Allowances 
8. Formula to calculate carbon tax 

 
SPECIFIC COMMENTS: 
 
1. Carbon tax as a policy instrument to direct mitigation action in the 

context of the current developmental state of South Africa 
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Cement is regarded as a key building material in the country, and it becomes 
vital that government gain a clearer understanding of the implications that 
carbon tax imposes on vulnerable industries and to assist in the prevention of 
de-industrialisation through businesses becoming unable to operate in such a 
regime. It cannot be overemphasised that not only are the cement companies 
vulnerable but more so are the communities where these facilities are located, 
as most of the production facilities are located in poor job absorption regions.  
 
The ACMP members are of the view that carbon tax as a fiscal mitigation policy 
instrument for the cement sector may not necessarily be appropriate for its 
mitigation action as the sector is continuously embracing latest technology and 
abatement strategies, which adds significant overall costs to cement 
production. Figure 1 above illustrates our sectors effort to date since 1999.  
 
It is to be noted that the cement industry ranks amongst the most capital-
intensive industries with a lower than average capital turnover when 
compared to others such chemical, steel, aluminium or paper and pulp (EU 
study). Reference: The Cement Sector: A Strategic Contributor to Europe's 
Future; Mark Freedman; Boston Consultancy Group; BCG New York. 
freedman.mark@bcg.com  
  
Furthermore, in addition to the sector being most capital intensive it is also the 
most energy-intensive of all manufacturing industries. 
(Reference: EIA US energy information administration: today in energy July 1, 
2013. data: U.S. Energy information administration, Department of Commerce, 
Bureau of economic analysis) 
 
For example, in the USA the share of national energy it uses roughly 10 times 
its share of the nation's gross output of goods and services. Other energy 
intensive industries' share of energy use is roughly twice their share of gross 
output. Thus cement is 5 times more energy intensive than the other sectors 
compared. 
 
Cement remains an integral part of sustainable development with regards to 
social and infrastructure development and hence requires careful consideration 
in the context of its capital intensive and energy intensive characteristics. 
 
In addition, at least the following gaps must be addressed prior to any fiscal 
interventions: 

• Socio-economic impact assessment confirming if the imposition of 
carbon tax on the cement sector is an appropriate mitigation policy 
option to facilitate GHG emission reduction for the cement sector in 
South Africa.  

• Alignment on various policies and strategies such as carbon budgets, 
energy, greenhouse gas emissions, mitigation potential analysis, and 
planned infrastructure development programmes. 

• Sectoral benchmarks in terms of levels of mitigation achievable. In the 
case of the cement sector, the process related emissions , on a clinker 
manufactured basis, are more than half of the total emissions which 
cannot be mitigated due to the chemistry of the raw material. 

 
2. Socio-economic impact assessment 

 
It is important to note the following concerns expressed by our members: 
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• The carbon tax would result in cement price escalation 
• Our members believe that they will not be able to absorb the carbon tax 

related costs and will pass on the increase.  Analysis of the impact of 
carbon tax estimates the cement cost to escalate by more than 2.5 %  
(Details in Annexure 1). This includes: 

o Carbon tax and associated carbon price. 
o Application of formula based on allowed allowances. 
o Eskom pass through cost less current environment levy (3.5 cents 

as per gazette). Should Eskom not adjust their pricing on the credit 
received from National Treasury, the percentage increase would be 
doubled (Eskom does not reflect the levy as a separate line item on 
their accounts to consumers). It is appreciated that the pass through 
costs would be incorporated into the electricity pricing as informed 
by its carbon tax quantum. 

o Impact of cheap imports. 
o The gap between cheap imports and local production is widening 

due to the increasing costs related to different levies and taxes (fuel, 
electricity etc), evolving local environmental regulatory environment 
as well logistics (cement production facilities are located at long 
distances and transport costs are ever increasing). 
 
It is appreciated that the proposed carbon tax regime addresses 
trade exposure to some extent but it may just not be enough to 
address our members local vulnerability. Although some of the 
imports are designated products for import purposes, the  carbon 
tax implications to local producers will favour the importers as there 
has been no details provided in the Bill with regards to carbon tax 
levies for imports. The trade exposure allowance threshold may not 
be sufficient to protect local production leading to increasing in 
prices or even retrenchments and drastic reduction in investments 
etc. 

 
3. Revenue recycling 

 
The only provision in the Bill (and explanatory note) in this regard relates to 
electricity price neutrality and possibly other regulated fuels subject to levies. 
The previous draft Bill included various approaches to revenue recycling.  
However, the current draft Bill is silent on the matter.  
 
It is however noted that the formula takes into account electricity levy reduction 
as per details reflected in the preamble. 

 
Our members are concerned that GHG emissions related to electricity and 
regulated fuels is below 10% for cement production and that opportunities to 
recycle the revenue to other strategies as well has not been considered in the 
Bill.  
 
In the case of the cement sector, some of the revenue could be used to 
structure projects to facilitate investments in co-processing of waste to give 
effect to integrated waste management, circular economy, as well mitigating 
coal based GHG emissions from cement kilns. This requires close cooperation 
between the different spheres of government with regards to financial 
assistance to introduce systems and technologies for co-processing. 
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Furthermore, clarity must be provided to the status of electricity levy and carbon 
tax beyond 2022. 
 
 

4. TIMING OF IMPOSITION OF THE TAX 
 

It is noted that the Minister announced in his 2018 Budget speech that carbon 
tax would be implemented in 2019/20 financial calender year. However, it was 
always our understanding that the implementation date would be informed once 
all the policy and regulatory details are finalised. Some of these include: 
 
• GHG reporting guidelines 

The Guideline has not yet been finalised. 
• NAEIS system at DEA 

Currently the mandatory reporting requirements require the total emissions 
from each listed activity to be reported.  The totals for the categories, which 
form the basis of the tax, are not currently available in the DEA database. 
The database system will thus require to be updated so that SARS are able 
to confirm a taxpayer’s liability by cross-referencing. 

• Carbon budgets 
Approval criteria for carbon budget applications are not well understood. 
The current review approach by the Department of Environment is quite 
subjective and in some cases the Department will not agree to company 
projections based on independent expert reports without providing an 
alternative rebuttal to the Expert independent expert opinion. Not agreeing 
to motivated production projections without substantiation is not 
administratively fair. 
 
The carbon budget allocation process must be undertaken using a bottom 
up approach to take into account facility level existing operations, 
technology and infrastructure. Furthermore expected growth must be 
included. It is recognised that the budget may not match any national 
mitigation aspirations as reflected in the current peak, plateau, decline 
curve informing the national targets. It is also likely that the mitigation 
potential analysis (MPA) published by the Department of Environment may 
not be 100% implementable and caution needs to be exercised to ensure 
appropriate budgets are allocated. 
 

• Relationship between carbon budget and carbon tax 
Alignment between the proposed mandatory carbon budget and carbon tax 
has also not been finalised to date. 
 
The carbon budget and any tax regime to be developed must thus be 
aligned with the carbon budget allocation process which is informed by the 
MPA and the company level pollution prevention plan. Furthermore, many 
companies have already responded to climate change mitigation actions 
and sufficient credit must be considered to account for prior effort. This is 
particularly true for the cement industry and the current z-factor should take 
this into consideration. 
 

• Carbon offset: 
The following areas of concern should be addressed: 
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• Since the National Treasury indicates that the purpose of carbon tax is 
to mitigate GHG emissions, it is recommended that any offset 
allowance quantum should not be capped at 5%.This is particularly 
significant for those sectors that are unable to mitigate process related 
emissions. 

 
• Monitoring and verification systems for carbon reporting 

• Our members are of the view that there is still much research required 
to inform such monitoring along the chain of events. Protocols between 
SARS, DEA and Treasury need to be aligned so that the industry 
understands the implications thereof.  

	
• Updated national trajectory 

The mitigation potential analysis (MPA)  was based on desktop research 
which poses various questions on some of the mitigation actions in the 
South African context and will need to be updated with company pollution 
prevention plans as required by the Department of Environmental Affairs for 
improved accuracy and feasibility. 
 

• Performance benchmarks 
The cement sector still awaits the outcome of the benchmarks to inform 
their status. 
 

• Trade exposure allowance 
The cement sector is vulnerable to cheap imports and the status of its trade 
exposure allowance has not yet been confirmed.  
 
Furthermore, the maximum allowed trade exposure allowance may not be 
sufficient to ensure sustainability of local cement production leading to 
several challenges such as  loss of competitiveness, increasing prices, 
decreasing local demand with consequences to job losses at cement 
production facilities and its supply/value chain, etc. The principle is that 
carbon tax reduces the price competitiveness of local cement production 
and therefore the industry would like to request maximizing the trade 
exposure allowance. 

 
5. SCHEDULE 1  

Table1 Energy Combustion Emission Factors: Stationary source category 
 
• Emission factors 

It is to be noted that the IPCC is currently reviewing the guidelines and 
hence, the national GHG guidelines and the Carbon tax Bill must allow for 
changes for any revised emission factors. 
 
Furthermore, the cement GHG protocol developed by the WBCSD_CSI has 
updated various emissions factors, which are accepted internationally. 
These must thus be considered by South Africa in their national Guideline.  
 
The current emission factors included in the IPCC reporting template was 
developed in 2006 and the revised emission factors were updated recently 
using the same methodology and are used internationally by the cement 
sector. It is not clear why the Department of Environment will not consider 
the updated emission factors which were informed by the same 
methodology as those established in 2006 (12 years ago).  
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The Bill regulates use of default factors included while the national 
Technical Guidelines allows different tier methodologies. Hence, there will 
be different GHG values between DEA and the NT databases. The industry 
would recommend alignment between NT and DEA reporting protocols.   
 
Calorific value of fuels 
There are various values which may not necessary be accurately reflected. 
For example, the Bill reflects default calorific value for bituminous coal. 
However, the value may be different should waste coal be utilized in 
thermal processes. 
 
Choice of emission factors: 
It is to be noted that there may be ambiguity in reporting GHG emissions by 
some sectors. As an example, the waste sector may have the following 
challenges: 
 
• Subjective selection of emission factors by different waste 

processors 
• Ambiguity in selecting waste related emission factors: 

• Waste tyres  
• Waste derived fuels 
• Refuse derived fuels 
• Industrial waste:  

• Emission factors reflected in Carbon tax Bill  
• Sectors must use the default emission factors included. However, the 

National GHG Technical Guidelines provides for the use of Tiers 1,2, 
and 3 methodologies. 

• The stationary source category ( table 1) may not include all sources of 
coal types used in cement manufacturing and may therefore differ in 
calculation of carbon emission. 

• The stationary source category ( table 1) may not include all sources of 
coal types used in cement manufacturing and may therefore differ in 
calculation of carbon emission. 

 
It is to be noted that the 2006 IPCC factors were also developed 
internationally and not at our country level. It is thus concerning that the 
DEA requires local research to inform changes: this could be quite costly 
and time consuming resulting in a different path from the rest of the world 
and the international pattern which is in a more advance stage from which 
South Africa should benefit. 
 

• Materiality  
 

It is to be noted that preparing a GHG inventory is always limited in terms 
of accuracy and precision, and that companies should focus on reducing 
the uncertainty related to their main emission source. This principle is 
accepted by the IPCC. The IPCC allows for 5% margin of error. For 
example, in the case of cement production CH4 emissions from kilns are 
very small, if none at all,  due to the high combustion temperatures in 
the kilns.  

 
Furthermore, the cement protocol does not require cement companies to 
quantify their non-CO2 GHG emissions from kilns. Besides the relative 
insignificance of these gases in the context of cement production, the main 
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underlying reason is that most voluntary and mandatory reporting schemes 
are currently restricted to CO2 for the reporting of the cement 

 
(Reference: The Cement CO2 and Energy Protocol CO2 and Energy 
Accounting and Reporting Standard for the Cement Industry 
Cement Sustainability Initiative (CSI). Getting the numbers right). 

 
6. RATE OF TAX 

 
5.(2). The BIll states “The rate of tax specified in subsection (1) must be 
increased by the amount of the consumer price inflation plus 2 per cent for 
the preceding tax year as determined by Statistics South Africa per year 
until 31 December 2022”. 
 

Recommendation: 
National Treasury review the increase of CPI + 2% and consider no more 
than CPI. 
There appears to be no rationale for increasing the CPI by 2%. This is not 
in line with the country growth strategy and will unnecessarily contribute to 
inflation within the construction sector.  This will add another hurdle into the 
production costs, which will be passed on to customers. Besides that, the 
threat from the cheap imported cement will potentially be a big loss for the 
local industry leading to massive consequences in the employment, drastic 
reduction of investments etc 
 
It is recommended that for this first phase of carbon tax, the tax rate be 
fixed at R120 per ton and no increase be considered. 

 
7. ALLOWANCES 
 

7.1 PROCESS ALLOWANCES 
During previous engagements with National Treasury it was agreed that 
an additional basic allowance of 10% would be considered for sectors due 
to the chemistry and related stoichiometry of limestone, the key raw 
material for cement production. It was noted by National Treasury that 
limestone embedded carbon cannot be mitigated and hence the cement 
sector is unable to mitigate any emissions related to limestone due to its 
chemistry.  

 
To take this into account the ACMP appreciates that National Treasury 
took into consideration challenges related to process related emissions by 
allowing an additional 10% basic allowance to compensate for the 
inherent CO2 in its raw materials. Furthermore, it was also recognised that 
the cement product must comply with international and SABS standards to 
maintain the integrity of infrastructure and hence cement quality 
specifications.  
While the Table of allowances has included the basic allowance as 70%, 
the formula does not reflect this.  
 
Recommendation: 
• The formula must be amended accordingly with 100% allowance for 

process related emissions for the cement sector.  
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• Process related emissions for the cement sector should be reviewed as 
the allowance allowed is not adequate to ensure business sustainability 
should companies not be able to pass on the carbon tax amount. 

	
7.2 WASTE RELATED TAX ALLOWANCES: 

 
Sectors that are not currently subject to the carbon tax have been 
assigned 100% allowance” in the draft Carbon Tax Bill.  One such sector 
allocated 100% tax allowance is the waste sector.  
Waste activities for such allowances includes: 
• Waste pyrolysis 
• Waste incineration which has 100% allowance. 
• Open burning of waste 
• Domestic waste water treatment and discharge 
• Industrial waste water treatment and discharge 
 
It is important that National Treasury note that the use of waste as an 
alternative fuel source is recognised by DEA legislation as a waste 
management activity and is in fact encouraged as can be noted in the 
Waste Act, Waste licensing regulations, WIS, NWMS, etc. Thus, the list of 
waste activities must include co-processing of waste. 
 
Recommendation: 
• Consistency and avoidance of competition challenges requires the 

same treatment in the Bill for any waste management activity 
• 100% allowance for GHG emissions from waste management activity 

needs to be applied consistently across all sectors, inlcuding the 
cement sector as the  sector co-processes waste in the cement kiln 

• The waste related acivities include coprocessing in cement kilns 
• The formula must be amended accordingly to allow for net emissions 

subject to carbon tax. Item 7 below describes a possible approach. 
 
8. Formula to calculate carbon tax  

 
The national GHG reporting technical guideline has adopted the IPCC 
methodology. The IPCC methodology is designed to inform the country level 
GHG emission inventory and hence does not necessarily address specific 
national policy matters related to sector level. In this instance, waste related 
GHG emissions are required to be adjusted. 

 
 
Recommendation 
 
National Treasury review the carbon tax formula to account for waste related 
allowances by the inclusion of the concept of gross and net emissions. Waste 
related emissions are reflected as separate line items in the GHG reporting 
template and hence the data could be easily verified. 
 
Any revised formula considered by National Treasury should allow for ease of 
calculation to ensure all allowances are incorporated. It is our view that the 
revised formula must take into account the following outcome: 
 
Formula: 
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Taxable emissions = (Fuel+ Process emissions– nCT - SE) - (BA + PA + 
FA + TA + PA + CBA)% . 

                Abbreviations: 
nCT: processes not subjected to carbon tax (to be defined in terms 
of emissions that enjoy 100% allowance such as waste, agriculture, 
lands that enjoys 100% allowance) 
SE: sequestered emissions: Max: <Energy related emissions 
BA: basic allowance 
PA: additional allowance for qualified process emitters 
FA: fugitive emissions 
TA: trade exposure allowance 
PA: performance allowance 
CBA: carbon budget allowance 

 
In summary, it is important that National treasury consider the challenges facing 
the cement sector in terms of 

• Process related emissions which cannot be mitigated 
• Trade exposure due to cheap imports 
• The sector being most capital intensive 
• The sector being most energy intensive 

 
Your favourable consideration of our comments will be highly appreciated. Please 
feel free to contact this office should you require additional information. The ACMP 
will be most willing to present our comments at a time convenient to you. 
 
Yours Faithfully 
 
 
Dr D.B.K. Rama 
Executive Director 
Association of Cementitious Material Producers 
P. O Box 168, Halfway House, 1685    
Tel:  082 373 7706 
FAX: 011 315 0315 
dhirajr.acmp@mwebbiz.co.za 
www.acmp.co.za 

 
 

Annexure: Carbon tax cost implications  
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Annexure 1. Carbon tax cost implications 
 
The following graphs illustrate process, fuel, and electricity related emissions. 
 

 
 
Fig. 1 Process and fuel related emissions in 2016: 0.7tons CO2/ton cement 
 
 
 
 

 
Fig. 2 Electricity related emissions in 2016: 104KWh/ton cement 
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Table 1. Percentage increase in cement price 
                   

  RSA cement production performance   

  Indicator 
Tons 
CO2 Tax rate 

Tax 
value   

  Fuel + Process 0.70 36.00 25.20   
  Co2/ton cement  0.70 

  
  

  
    

  
  Carbon tax at R36/ton 70% allowance 

 
  

  
    

  
  Electricity 0.10 48.00 4.99   
  Electricity KWh/ ton cement 104.00 1000.00 

 
  

  Electricity: CO2/ton cement 0.10 1MWh = 1 ton CO2 
 

  
  

 
Eskom passthrough Carbon tax 

 
  

  Total CO2/ton cement 0.80 
  

  
  

    
  

  Carbon tax at 48/ton 60% allowance 
 

  
  

    
  

  Total Carbon tax per ton cement      30.19   
    

   
  

  Cement price per ton 1200.00 
  

  
  Carbon tax 30.19 

  
  

  % increase 2.52 
  

  
  

    
  

    Percentage increase 2.52   
            

        If Environment levy of 3.5 cents is credited by National Treasury     
  

    
  

  Revenue recycle 
  

-3.64   
  3.5cents/KWh 104.00 3.50 3.64   
  

    
  

  Total Carbon tax per ton cement      26.55   
  

    
  

  Cement price per ton 1200.00 
  

  
  Carbon tax 26.55 

  
  

  % increase 2.21 
  

  
  

    
  

    Percentage increase 2.21   
            

 
 


