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9 March 2018 

 

The Hon Mr Y Carrim, MP 

Chairperson, Standing Committee on Finance 

Parliament of the Republic of South Africa 

PO Box 15 

Cape Town 

8000 

 

Cc:  Dr M Machingambi memory.machingambi@treasury.gov.za 

Ms S. Hemraj (sharlin.hemraj@treasury.gov.za 

Mr T. Maqubela (tseliso.maqubela@energy.gov.za) 

 Mr A. Wills (awills@environment.gov.za) 

  

Dear Mr Carrim 

 

Re: SAPIA comments to the Carbon Tax Bill  

 

Thank you for the invitation to make written submissions to the Standing Committee 

on Finance (SCoF).  We have made a separate submission on the Bill to National 

Treasury, copied the Department of Energy and the Department of Environmental 

Affairs that outlines in a little more detail some of the concerns provided below. 

 

The comments to the bill support and are supplementary to those provided by 

Business Unity South Africa to SCoF and concern those issues primarily related to 

the liquid fuels industry.   

 

Finalisation of legislation 

It is our view that it is premature to hold public hearings on the Bill without the SCoF 

having sight of the complete suite of regulations covering this important piece of 

legislation, which include carbon offsets, trade exposure and the performance 

benchmark regulations.  The design of some of the regulations appear to be well 

advanced but not in the case of others.  Accordingly, companies may not be able to 
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properly assess their liability in terms of the Bill and hence representations to the 

committee may be incomplete.   

 

Given that the hearings are scheduled to proceed, we would suggest that they be 

repeated once the Bill has been finalised and all regulations pursuant to the Bill 

largely complete.  This is so as to provide the SCoF with better insight into the 

effects this Bill will have on the South African economy.  

. 

Alignment of the Carbon Tax and Carbon Budgets 

The media statement accompanying the release of the second draft states that 

options for the alignment of the carbon tax and carbon budget have been completed 

and mandatory carbon budgets will be “introduced in a way that is fully-aligned with 

the carbon tax…”.  However, although the options for alignment have been 

completed, we do not currently know what option has been agreed and thus cannot 

comment thereon.  Furthermore, in a recent presentation1 to yourselves, the DEA 

provided that the integration of the current features of the carbon tax and carbon 

budget were still under discussion and the carbon tax legislation will require 

amendments to include “the designs that will allow for the phase 2 interface”.    

 

Apart from the differing interpretations of phase 2 (the Bill provides post 2022 but the 

DEA provides from 2021), the comment from the DEA is surprising and seemingly at 

odds with the media statement of NT that the budget will align fully with the carbon 

tax.  If amendments are already foreseen, then these should be open to public 

scrutiny. 

 

Treatment of Liquid Fuels 

The treatment of liquid fuels in the Bill can only largely be inferred from the response 

document provided to the first draft of the carbon tax bill.  There is no specific 

treatment of liquid fuels, unlike electricity, causing some confusion as to how the 

carbon tax would be levied on fuels used by the motorist. 

 

Furthermore, pass through of the attributable carbon tax incurred by refineries on 

price regulated products does not appear to have been covered in the Bill, except by 

mention in the response document to the first draft.  It should be noted that the 

principle of pass through is established with the treatment of Eskom’s carbon tax 

liability and also provided for in the carbon tax policy paper published in 2013. 

 

While we note that the principles related to carbon tax pass through are presently 

under discussion with National Treasury, there may be a difference of opinion on 

how exactly it will be applied to individual refineries and consequently cannot fully 

appraise the SCoF on the impact of carbon tax on the industry. 

                                                 
1 Presentation to the Joint Committee on Finance and Environmental Affairs by the DEA on 13 February 2018, 

slide 13 



 

 

It is SAPIA’s understanding that National Treasury is keen to link the quantum of the 

pass through to the relative carbon performance of a particular facility.  SAPIA views 

this as potentially severely penalising to those facilities that may appear to be under 

performing from a carbon perspective and may have unintended consequences such 

as a deliberate cut back in production to offset carbon tax expenses, especially at 

higher tax rates.  This will mean an increase in the import of fuels to offset the 

production losses. 

 

GHG Reporting Requirements 

While largely under the control of the Department of Environmental Affairs, at this 

juncture there are sufficient concerns with respect to the reporting of GHGs such that 

it is unsure whether the basis for the carbon tax on which the reporting relies will be 

ready by the end of this year. 

 

The Technical Guidelines pursuant to the regulations have still not been finalised nor 

specific issues related to the registration of facilities (such as the position of stand by 

generators) and the electronic capturing of GHG emissions.  It appears that the 

anticipated number of those juristic persons required to register for GHG reporting 

has also not materialised which is of concern since not all players may have been 

captured under the whole carbon regulatory arrangement.  We are unsure as to how 

the DEA is going to manage this issue.   

 

Calculation of amount of tax payable 

With respect to the Bill itself, the formula in section 6 provides that emissions from 

petrol and diesel consumption should be deducted from the combustion emissions of 

the tax payer.  It is suggested that this is an overly complicated way of providing for 

these deductions – it entails a determination of the emissions from petrol and diesel 

by the tax payer but also a potential adjustment of standard emission factors to 

factors applicable to South Africa or the consumer.   

 

From a technical perspective, while certain fuels (such as diesel) appear to be 

similar they may not be due to density differences and hence emission performance.  

Large consumers of diesel could be prejudiced (or favoured) from using a standard 

emission factor compared to the actual consumption of the fuel.   

 

A simpler way to account for these deductions is simply to use the carbon tax 

inherent in fuel price (as seems to have been intended and for example 13c/l for 

diesel) multiplied by the volume of fuel consumed.   

 

Performance Allowance 

The wording related to Section 11, the determination of the performance allowance, 

is confusing.  On the one hand if a tax payer has made carbon performance 

improvements in a tax period that tax payer must receive an allowance.  On the 



 

other hand, the allowance is then calculated from a formula measuring that tax 

payer’s carbon performance to the industry average. 

 

The section cannot be reconciled.  A tax payer may make improvements but cannot 

benefit from these due to the construct of the formula, if the tax payer is below the 

industry average performance.   Alternatively, a tax payer may receive an allowance 

if they perform above the industry average even in the absence of improvements.   

 

This section needs to be adjusted to reflect the intent of National Treasury – either 

performance against the industry average or relative performance against prior 

emissions. 

 

It is thus apparent that even from a high level liquid fuels perspective, there are 

sufficient concerns with the Bill in its current format that require attention.   

 

In summary, over and above those issues raised by BUSA these include; 

 Meaningful representation to the SCoF on the effects of the Bill cannot be 

made in the absence of full suite of regulations pursuant to this Bill.   

 The treatment of liquid fuels in the Bill is not apparent.   

 The apparent misalignment between carbon tax legislation and other 

environmental legislation driven by the DEA. 

 The determination of the performance allowance. 

 

We remain, at your pleasure, to elaborate on any of the issues raised in this 

submission. 

 

Yours sincerely  

 

 

Avhapfani Tshifularo 

Executive Director 
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