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Introduction

APIA (South African Petroleum Industry Association) represents the common interests of
the petroleum industry and promotes an understanding of the industry’s contribution to
economic and social progress.

SAPIAS CORE BELIEFS
SAPIA supports:

* a liberalised market, reached by an orderly, fair and
inclusive process;

* the empowerment of historically disadvantaged
South Africans by member companies;

« the upliftment of rural areas;
« the sustainable development of our nation;

* co-operation with Government in the achievement
of national economic objectives;

* an economic climate that fosters competitive
efficiency; and

« continuation of world-class standards in our
petroleum industry.
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port costs are regulated by the DME. For almost five years now, DME approved
the rail transport tariffs based on an increase in the annual Consumer Price
Index less 1%, while Spoornet’s tariff-setting formula is based on a rate of return
on assets under management. The end result is a tariff differential between the
amount allowed by DME and the actual amount paid to Spoornet that industry is
unable to recover in the regulated petroleum product prices.

SAPIA, in conjunction with DME, started reviewing the magisterial district pricing
zones in 2007. SAPIA expects the Minister of Minerals and Energy to approve the
implementation of the revised magisterial district zone during 2008.

Incremental inland transport cost recovery

The inland market faces a severe and growing supply constraint that will remain
until a new pipeline is commissioned. It is SAPIAs view that to ensure security of
supply to the inland market, wholesalers should be reimbursed for costs related
to the alternative mode of transportation of petroleum products from the coast
to the inland market due to capacity constraints on the pipeline. SAPIA worked
with the DME to devise a system to address the recovery of incremental inland
transport costs. The system was eventually presented to the Minister. On 6 May
2008, the Minister approved the system and determined the Incremental Inland
Transport Cost Recovery levies applicable on petrol, diesel and jet fuel and the
collection and reimbursement procedures. The Incremental Inland Transport Cost
Recovery System was implemented on 7 May 2008.

Customs and Excise Act rewrite
The Customs and Excise Act rewrite process is continuing in stages.

A major review of the Excise Rebates Schedule (Schedule 6 to the Customs and
Excise Act) that focuses on structural changes was undertaken with the purpose
of simplifying the process and making excise rebates more available to industry.
The provisions of the new revised Schedule 6 took effect from 1 April 2006.

Industry is looking forward to the review of penal provisions of the Customs and
Excise Act.

Western Cape provincial fuel levy proposal

In December 2002, the Provincial Treasury of the Western Cape Government
commissioned the Bureau for Economic Research (BER) at the University of
Stellenbosch to conduct research and investigation into the feasibility of the
application of a fuel levy in the province.
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The proposal is to impose a levy of between 10 cents and 50 cents per litre on
diesel and petrol sold in the Western Cape Province. The Minister of Finance
informed Parliament on 29 August 2006 that the proposal was circulated to
provinces and discussed at the Budget Council in terms of the Provincial Tax
Regulation Process Act. The Budget Council recommended that the province be
given the approval to introduce a fuel levy.

The Provincial Treasury of the Western Cape Government has reported in its
2007 budget overview that the Minister of Finance granted approval for the
implementation of this tax, subject to a number of conditions including:

« An inception rate of up to 10 cents a litre, without the provision of a banad

 That the implementation date and any future adjustments to the levy and the
date of such adjustments be done with concurrence of the Minister; and

« That steps be taken to mitigate the possible adverse impact that the provincial
fuel levy may have on sectors that qualify for a refund of the national diesel fuel
fax.’

National enabling legislation is required before the proposal may
be presented to the Provincial Parliament for consideration. The

province is currently awaiting the national enabling legislation.

National enabling legislation is required before the proposal may be presented to
the Provincial Parliament for consideration. The province is currently awaiting the
national enabling legislation.

According to the 2008 budget review, it appears that as a possible alternative to
the proposed provincial fuel levy, provinces will receive a share of the general
fuel levy revenue based on the fuel sales per province. These revenues will be
expressed in terms of cents per litre to ensure greater transparency and provide
certainty. The national fiscus will receive the balance which is about 20% of the
total revenue.

Liquefied Petroleum Gas price

DME is striving to get affordable Liquefied Petroleum Gas (LPG) into poorer
homes throughout the country. This was emphasised in June 2007 in the Budget
Vote Speech by the Minister of Minerals and Energy. The LPG industry is to be
regulated, DME launched a pilot project in partnership with municipalities in
Tshwane and Tembisile to provide 30 000 households with modern thermal fuels,



in the form of LPG. This pilot allows DME to review regulatory framework on the
promotion of a more energy efficient carrier as an electricity demand side man-
agement initiative and for the development of an appropriate pricing mechanism
for LPG. The pilot projects will help identify an appropriate supply chain which
will in turn highlight correct energy carrier choices. Correct energy carrier choic-
es will result in increased security of energy supply and efficiency of energy
utilisation.

Regulation of the maximum refinery gate price of LPG was introduced in
December 2001. The DME and industry have been considering various alterna-
tives that could be used to set an alternative maximum LPG refinery gate price.

In December 2005 the DME has awarded a tender for the investigation into the
margins of the LPG wholesaling, distribution and retailing sectors with the view to
control the retail price of LPG in order to make LPG more affordable and acces-
sible.

On 28 March 2008, the Minister invited comments on the draft regulations in
respect of the maximum retail price of LPG supplied to residential customers.
DME is still considering public comments.

Liquefied Petroleum Gas regulation amendment

The Minister of Minerals and Energy approved amendment to the regulation in
respect of the maximum refinery gate price of LPG on 1 April 2008. The amend-
ment was effective 2 April 2008. The main changes were in density from 0.74 to
0.75 and the application of the regulation to the inland refineries. Inland refineries
may increase transport cost factor equal to the cost of transporting LPG from
coastal port to the applicable inland destination or manufacturing facility.

Liquid fuel dispensers

In 2008, petroleum products prices reached all time highs. Certain liquid fuel dis-
pensers in South Africa were restricted to displaying a three-digit maximum price
of R9.99 per litre. As petroleum products prices increased to a four-digit number
(i.e. R10.00 or more per litre), the dispensers were no longer able to display the
full price accurately. This created misunderstandings among consumers. This
problem was dealt with by the South African Bureau of Standards (SABS) and
the Department of Minerals and Energy (DME) permitting that the price per litre
marked on the affected pumps was marked up at a tenth the price of the official
gazetted petrol price. This meant that both the price per litre and the price to pay
display were multiplied by ten. Decals depicting X10 were attached to pumps at
both the price per litre and total amount to pay.

All owners of liquid fuel dispensers were immediately required to replace or
modify affected liquid fuel dispensers. The replacement or modification process
was completed by the end of 2008.
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