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In brief 

On Friday, 14 December 2017 National Treasury (“Treasury”) issued the second draft Carbon Tax Bill 

(“the second draft Bill”) for public comment. The Bill introduces carbon tax in phases with the first 

phase now proposed to end in 2022. The design features for the carbon tax have been revised 

following public consultation on the previous draft Bill. Public hearings are expected to take place 

after 9 March 2018, the final day to submit comments. The revised Bill is expected to be tabled before 

Parliament in mid-2018. 

In detail 

Background 

The possibility of the 
introduction of a carbon tax 
was first mooted in the 
National Climate Change 
Response Green Paper 
published in November 2010. 
It was followed shortly 
thereafter in December 2010 
by a carbon tax discussion 
paper which concluded that a 
carbon tax “would be both 
feasible and appropriate to 
achieve the desired 
behavioural changes and 
emissions-reduction targets.” 
The introduction of a carbon 
tax subsequently became 
policy with the adoption of 
the National Climate Change 
Response White Paper in 
October 2011. A Carbon Tax 
Policy Paper followed in May 
2013 setting out the proposed 
design features and tax rate. 
A Carbon Offsets Paper 
followed in April 2014. The 
consultation process which 
accompanied these papers 
culminated in the publishing 
of the first draft Carbon Tax 
Bill in November 2015 
followed by draft Carbon 
Offset Regulations in June 
2016.  

The release of the second 
draft Bill is the latest 
development, taking into 
account submissions made on 
the first draft Bill.  The most 
significant developments in 
the second draft Bill are 
elaborated on below. 

Tax rate  

It was originally proposed 
that the carbon tax would be 
introduced at a proposed 
headline tax rate of R120 per 
ton CO2 e for emissions above 
the tax-free thresholds, 
escalating at 10% per annum. 

The proposed headline tax 
rate is retained in the second 
draft Bill, but the escalation is 
now set at consumer price 
inflation plus 2% up to 31 
December 2022 and at 
consumer price inflation 
thereafter. 

Tax base 

The tax base remains largely 
the same, although the 
determination of what 
persons are liable for the tax 
is changed from the first draft 
Bill. Rather than being linked 
directly to the level of 

emissions, the liability for tax 
is now determined with 
reference to other criteria 
which serve as a proxy for 
emissions. The most common 
threshold for liability is an 
installed thermal capacity 
exceeding 10MW. 

The tax will be levied on 
greenhouse gas emissions 
from fuel combustion, 
industrial processes and 
fugitive emissions. As 
previously proposed, the 
carbon tax will be included in 
the fuel tax regime for non-
stationary emissions. 

The agriculture, forestry and 
other land use and waste 
sectors remain exempted in 
the first phase. 

The tax-free allowances 
remain substantially 
unchanged, capped at 95% in 
aggregate, as follows: 

 Basic tax-free 
allowance of 60% 

 Tax-free allowance 

for process emissions 
of 10% 
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 Tax-free allowance 

for fugitive emissions 
of 10% 

 Tax-free allowance 

for trade-exposed 
sectors of up to 10% 

 Tax-free allowance 
for above average 
performance of up to 
5% 

 Tax-free allowance 
for companies with a 
carbon budget of 5% 

 Carbon offset 

allowance capped at 
5% or 10% 

The major changes proposed 
are as follows: 

 The trade exposure 

allowance will now be 
determined on a 
sectoral basis rather 
than a company basis 

and will take into 
account both imports 
and exports. 

 The carbon offset 
allowance will now 
also apply to certain 
types of renewable 
energy projects. 

Revenue recycling 

Phase one will be revenue 
neutral  through the recycling 
of revenues from the carbon 
tax by reducing the current 
electricity generation levy, a 
renewable energy premium 
credit rebate and the tax 
incentive for energy efficiency 
savings. Recycling through 
the first two measures is 
incorporated into the 
determination of the carbon 
tax liability for electricity 
generation. 

 

Implementation date 

No date has yet been 
announced for the 
implementation of the carbon 
tax. The media statement 
accompanying the release of 
the second draft Bill indicates 
that this will be announced 
during 2018 or in the 2019 
Budget. 

The take-away 

The proposed carbon tax is in 
the final stages of 
development before a likely 
introduction in 2019 or 2020. 
Taxpayers are advised to 
consider the implications of 
the tax on their businesses 
and to submit comments to 
National Treasury by the 
deadline. 
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For a deeper discussion of how this issue might affect your business, please contact: 

Kyle Mandy 

Johannesburg 
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