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21 June 2019 

 

COMMENTS ON THE CARBON TAX ACT 15 OF 2019 

The Carbon Tax Act was recently signed it into law and is intended to give 

effect to the “polluter pays” principle by putting a price on greenhouse gas 

emissions and aims to ensure that businesses and households take these 

costs into account in their production, investment and consumption 

decisions.  It also aims to give effect to government’s commitment to lower 

greenhouse gas emissions by 34% by 2020 and 42% by 2025 against a 

business as usual curve.  

The tax, in its current form, will be introduced from 1 July 2019 to 

December 2022 following which it will be reviewed to take into account 

the country’s developmental challenges and transition of the economy.  

The key points of carbon tax include: 

• The tax will be levied for greenhouse gas emissions resulting from 

fossil fuel combustion (1), emissions from industrial process and 

product use (2) and fugitive emissions (leaks and other unintended 

or irregular releases of gases) (3); 

• The greenhouse gases covered include carbon dioxide, methane, 

nitrous oxide, perfluorocarbons, hydrofluorocarbons and sulphur 

hexafluoride; 

• Carbon tax on liquid fuels (petrol and diesel) will be imposed from 

the emission source (being either mobile sources (cars and trucks) or 

stationary sources (industrial facilities), as an addition to the current 

fuel taxes; 

• Only stationary sources with a thermal capacity of around 10MW will 

be subject to the tax and the threshold for reporting will be 

determined by source category as stipulated in the National 

Environmental Air Quality Act.  This is in line with the proposed 

Department of Environmental Affairs GHG emissions reporting 

regulation requirements and the Department of Energy (DoE) energy 

management plan reporting. 

• The initial marginal carbon tax rate will be R120 per tonne of CO2e 

(carbon dioxide equivalent) although, the practical application of the 

thresholds and allowances may result in an effective tax rate of 

between R6 and R48 per tonne of CO2e; 

• In addition to that, the following tax-free allowances apply: 

§ An additional 10% for process emissions; 

§ An additional allowance for trade exposed sectors, to a 

maximum of 10%; 

§ An additional allowance of up to 5% based on performance 

against emissions intensity benchmarks (to be developed) 

§ A carbon offsets allowance of 5 to 10% per cent, depending 

on the activity causing the carbon emission; 

§ And finally, an additional 5% tax-free allowance for 

companies participating in the carbon budgeting allowance 

system (a registration system to be developed by the DEA 

which will consider a company’s direct emissions against the 

budgeted emissions permitted for that particular activity). 

§ Despite the above, companies will not be allowed 

allowances in excess of 95% of the tax payable.  Waste and 

land use sectors however, have been afforded 100% 

allowances.  Meaning those involved in agriculture, forestry, 

land emissions from biomass burning, solid waste disposal, 

biological treatment of solid waste, incineration and open 

burning of waste wastewater treatment and discharge 

currently will not pay tax. 

• The carbon tax will be administered by the South African Revenue 

Service as an environmental levy under the Customs and Excise Act, 

1964.  The use of the existing administrative provisions under the 

Customs and Excise Act, with its underlying licensing, accounting, 

collection and enforcement systems is considewred more efficient as 

it prevents the creation of an entirely new duplicate carbon tax 

administration. The environmental levy will require licensing of those 

facilities that give rise to the specified emissions that are subject to 

the carbon tax.  

The Act is not without criticism as the reporting for carbon tax this year will 

operate from 1 June 2019 to 31 December 2019.  This does not align with 

the Greenhouse Gas Reporting Regulations (under the National 

Environmental Management: Air Quality Act (39/2004) which required that 

carbon emissions be reported to the DEA for a full calendar year. This 

would potentially cause significant compliance and administration 

burdens.  Further, as Treasury has noted, administration of the 

environmental levy by the Customs and Excise Act may result in concerns 

as effectively it categorised greenhouse gas emissions as a commercial 

commodity and treated them the same as other goods. 

 

In such uncertain times regarding the future of emissions monitoring and 

the intended direction of the government, it is important for all 

organisations to assess the likelihood and extent of risk exposure to the 

tax, understand where you may be exposed to tax, to what extent you will 

be exposed and start planning to transition away from a reliance on 

carbon.   

 

Let us assist you with adapting to the growing compliance requirements 

within an increasingly complex competitive, social and administrative 

regime.  Along with assisting you anticipate potential price increases on 

taxable activities, we are able to provide a full review of your supply chain 

which will provide valuable information on your exposure before 

redefining your business strategy, operations and transactions, and 

adapting to a broader changing social context. 
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