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Environmental Challenges

South Africa faces a number of environmental challenges that is likely to
be aggravated as the economy grows if natural resources are not
properly managed and protected. These include:

emissions of local air pollutants that manifest in poor air quality with
adverse impacts on society;

excessive emissions of greenhouse gases that contribute to global
warming (Climate Change):

Inappropriate land-use that results in land degradation;
biodiversity loss and damage to terrestrial ecosystems;

deteriorating water quality with severe impacts for South Africa as a
water stressed nation; and

Increasing levels of solid waste generation comparable to many
developed countries.
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National Climate Change Response White

Paper (2011)

« South Africa’s response to climate change has two objectives:

— Effectively manage inevitable climate change impacts through interventions
that build and sustain South Africa’s social, economic and environmental
resilience and emergency response capacity.

— Make a fair contribution to the global effort to stabilise greenhouse gas
(GHG) concentrations in the atmosphere at the level that avoids dangerous
anthropogenic interference with the climate system within a timeframe that
enables economic, social and environmental development to proceed in a
sustainable manner.

* One of the elements in the overall approach to mitigation is: The deployment of a
range of economic instruments to support the system of desired emissions
reduction outcomes, including the appropriate pricing of carbon and economic
incentives, as well as the possible use of emissions offset or emission reduction
trading mechanisms ...

[« ;ﬁ/ national treasury
y P B Department:
»\""9  REPUB 2OUTH AFRICA

aaaaaaaaaaaaaa 3
W LIC OF SOUTI



Distributional concerns

« The poor and low-income groups are often hardest
hit by negative environmental externalities.

« Important for environmentally-related fiscal policy to
ensure that environmental instruments are pro-poor
where possible, or at least do not place a
disproportionate burden on low-income groups.

« A sustainable growth path should provide protection
and support to the poor.

* Development that meets the needs of the present
without compromising the ability of future
generations to meet their own needs.



Competitiveness impacts

Potential adverse impacts on international competitiveness
of trade exposed industrial sectors.

Carbon tax seeks to:

— Level playing field between carbon intensive (fossil based firms) and
low carbon emitting sectors.

— Result in a contraction in the long run of carbon intensive sectors and
contribute to net ghg emissions reductions.

First mover competitive advantage gains:

— Early adoption of low carbon intensive growth path can result in
competitive advantage in low carbon technologies

— Incentives created for research, development, innovation etc.

Measures to mitigate competitiveness impacts could include:
— Longer period of phasing in of the tax rate
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Border tax adjustments (BTAs)

BTAs forms part of policy proposals by developed countries targeted at
countries not participating in global emissions reduction agreements.

What are BTAs?

— Taxing imports according to emissions associated with their production at the
same carbon price as domestically produced goods and services.

— Imports will be taxed at a rate equal to the "domestic” carbon tax / carbon
price.

BTA’s seek to achieve two objectives:
— Provide competitiveness offsets for domestic producers.

— Address possible carbon leakage concerns — reduction of emissions in a
taxing country results in increases in emissions in other countries.

BTA’s
— Will impact negatively on countries that don’t take appropriate action to price
carbon.
— Might also impact negatively on global trade.
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Proposed carbon tax design features (1)
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A carbon tax at R120 per ton of CO,e above the suggested thresholds
with annual increases of 10 per cent until 2019/20 is proposed as from
2016.

A basic tax-free threshold of 60 per cent is proposed.

Additional tax-free allowance for process emission (10%)

Additional relief for trade-exposed sectors (max 10%)

Carbon offsetting allowed to reduce carbon tax liability (max 5% or 10%)

The overall tax-free allowance for an entity will be capped at 90 per cent
of actual verified emissions.

Tax-free thresholds will be reduced during the second phase (2020 to
2025) and may be replaced with absolute emission thresholds thereafter.
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Budget 2012: Proposed carbon tax
design features: (2)

Ma)fn_num Additional
: additional :
Sector Basic tax-free allowance for allowance for Total (%) Maximum
threshold (%) process offset (%)
trade exposure T )
(%)
Electricity 60 — - 60 10
Petroleum (coal to liquid; ga 60 10 - 70 10
to liquid)
Petroleum- olil refinery 60 10 — 70 10
Iron and steel 60 10 10 80
Cement 60 10 10 80 5
Glass and ceramics 60 10 10 80 5
Chemicals 60 10 10 80 5
Pulp and paper 60 10 — 70 10
Sugar 60 10 - 70 10
Agriculture, forestry and lanc 60 - 40 100 0
use
Waste 60 - 40 100 0
Fugitive emissions from coa 60 10 10 80 5
mining
Other 60 10 — 70 10
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Categorisation of energy -intensive and

trade -Intensive sectors

Iron and steel
Non-ferrous metals

Non-metallic minerals

Chemical and petrochemical
products

Mining and quarrying

Source: Winkler et al. (2010: 135).
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Basic iron and steel

Basic non-ferrous metals

Gold and uranium ore mining
Coal mining
Other mining

Machinery and equipment

Iron and steel

Non-ferrous metals

Gold and uranium mining
Coal mining

Other mining



Trade-exposed tax-free threshold relief (1)

At this stage, instead of taking the complex route of BCAs (or the so-called
consumption-based carbon tax) in South Africa, tax-free thresholds are
proposed, including a special maximum 10 per cent tax-free threshold for EITI
sectors. This concession will be structured as a graduated relief. Firms will have
the option to use either, exports only or exports plus imports as a percentage of
output or sales as an indication of their trade intensity.

Where both exports and imports are used, the additional percentage relief (tax-
free threshold) will be calculated as follows:
Y1=02x%x(E+1)

where E + | = exports plus imports, expressed as a percentage of output or sales
(it must be greater than 5 per cent), up to a maximum of 10 per cent, as indicated
in Table 10.

Where only exports are used, the additional percentage relief (tax-free threshold)
will be:

Y2=0.4x%(E)

where E = exports expressed as a percentage of output or sales (it must be
greater than 5 per cent), up to a maximum of 10 per cent.
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Trade-exposed tax-free threshold relief (2)

Exports + Imports (E + 1) Exports only (E)
0.2 0.4
% of output % relief (Y1) % relief (Y2) % of output
Below 10 0 0 Below 5
10 2 2 5
20 4 4 10
30 6 6 15
36 7.2 7.2 18
40 8 8 20
50 10 10 25
60 10 10 30
70 10 10 35
Y1=0.% (E+1) Y2=04& E
E + | must be >10% E must be >5%
Maximum for Y1 or Y2 = 10%
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International Competitiveness and Carbon Leakage

A trade exposure allowance (providing a special maximum 10 percent tax-
free threshold for EITI sectors) has been proposed.

.This concession will be structured as a graduated relief. Firms will have the
option to use either, exports only or exports plus imports as a percentage of
output or sales as an indication of their trade intensity.

.The measure however primarily focuses on the trade exposure of
businesses and does not examine their emissions intensity and marginal
cost impacts of carbon tax.

Further analysis might therefore be needed to ensure an optimal provision
for international competitiveness relief for trade exposed and emission
Intensive sectors (scope 1 direct emissions).

.Some private sector stakeholders have requested that border carbon
adjustments (BCAs) be explored; e.g. cement, steel, (and even electricity in
future), etc.
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Energy Efficiency Savings Tax Incentive

« Aimed at helping to address climate change related challenges through
improvement in energy use and address energy security concerns

» The value of the incentive (i.e. a tax deduction) is 45 cents per kwh saved

» Taxpayers that can prove EES from implementing an energy efficiency measures
can claim the allowance

* Only accredited measurement and verification professional can verify the EES

* The South African National Energy Development Institute (SANEDI), a government
agency, is responsible for endorsing and issuing EES certificates

* The taxpayer baseline is adjusted annually with the amount of EES claimed

* The legislation is already in place and the Regulations to effect the incentive await
publication

* The EES incentive will run until January 2020

* It is complementary mechanism (i.e. carrot) in anticipation of the implementation of
the proposed carbon tax. Some of the carbon tax revenue will be recycled through
this EES Tax Incentive
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Energy efficiency tax incentive

Option A equipment

Qualifying Equipment

* based on investments in new qualifying energy-efficient
equipment/ technology /apparatus

* Investments in such new qualifying energy-efficient
equipment would qualify for an additional “top-up”
deduction / allowance of:

« Up to 15 per cent purchase price subject to the lodging of
documentary proof:

- of the resultant enerqy efficiency savings

- over a two or three year period.
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Energy efficiency tax incentive:

Option B “Process”

Process Energy Efficiency
« Companies that achieve enerqgy efficiency savings

« through improved production processes (whether through new
equipment, new procedures, etc.)

« An additional tax deduction / allowance equal to:
- the energy efficiency savings in KWh or kWh equivalent
- multiply by 45 cent

* Incorporate adjustment of annualised energy efficiency savings in
subsequent baseline energy efficiency determination
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Energy Efficiency Summary

To facilitate the transition to a sustainable economy, the efficient use of
natural resources such as energy, water and raw materials is vital.

“Most energy efficiency investments pay for themselves within three
years, but all require at least some up-front costs”. TIME, January 12,
2009. ‘Wasting our Watts’ by Michael Grunwald”.

“When incentives are properly aligned, efficiency happens, and
Innovation does too”.

“... as the world enters an age of economic and environmental limits, not
all solutions are created equal. Coal and oil are too dirty. Nuclear and
solar are too costly. Wind is the fastest-growing source of new energy,
but it’s still only some 1% of the supply. (However a lot has happened
since 2009). Efficiency is the only cost-effective energy source that
addresses global warming, energy dependence and volatile prices. It
may not be a silver bullet, but it's the best bullet out there; it would be
foolish to spend billions on inferior bullets until this one gets a fair shot”.
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Integrated Resource Plan (IRP, 2010)
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The Integrated Resource Plan (IRP) for Electricity (DoE, 2011) aims at ensuring
new electricity generation capacity for the country for the period 2010-30. It
estimates the country’s long-term electricity demand and details how this could
be met in terms of capacity generation, the type of technology, timing and cost.
The Policy-Adjusted IRP was promulgated in May 2011 and provides for the
following:

The inclusion of a full nuclear fleet of 9 600 MW to ensure that sufficient
dispatchable base-load capacity is constructed to meet the demand during peak
hours and provide acceptable assurance of security of supply

The maintenance of an emissions constraint of 275 million tons of CO, per year
from the electricity industry after 2024

The installation of renewable power sources (solar photovoltaic, concentrating
solar power, wind) being brought forward in order to accelerate local industries

The maintenance of energy efficiency demand-side management (EEDSM)
measures at the level of a maximum load of 3 420 MW.
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Policy-Adjusted IRP capacity, 2010-30

Total capacity at the end

of the new build Capacity to be added
programme
Coal 41 071 459 16383 29.0
Open cycle gas turbine (OCGT) 7 330 8.2 4 930 8.7
Closed cycle gas turbine (CCGT) 2 370 2.6 2 370 4.2
Pumped storage 2912 3.3 1332 2.4
Nuclear 11 400 12.7 9 600 17.0
Hydro 4 759 5.3 2 659 4.7
Wind 9 200 10.3 9 200 16.3
Concentrating solar power (CSP) 1200 1.3 1 200 2.1
Photovoltaic (PV) 8 400 9.4 8 400 14.9
Other 890 1.0 465 0.8
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Energy sector & carbon pricing

* Pricing energy appropriately is important to ensure that the external costs
of climate change and other environmental damages are reflected in the
price of energy and that the relative prices between carbon intensive and
low carbon technologies are correctly reflected.

« The current regulatory framework for determining the prices of liquid fuels
(petrol, diesel, paraffin and gas) does not allow for a pass-through —
either in full or in part — of the carbon tax imposed at refinery level. The
electricity sector is however able to pass on the carbon tax to final
consumers.

« Some consideration hence must be given to the pass through
mechanism of the carbon tax to ensure that appropriate incentives are
maintained for changes in both production and consumption patterns.

« The tax will nevertheless influence future investment decisions and
reduce the price-cost differentials between fossil fuel-based electricity,
nuclear energy and renewable energy.
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Energy Efficiency Policies

« Energy Efficiency Strategy for South Africa, introduced in 2005, set
aspirational targets for sector energy efficiency improvements as well as
outlined several energy efficiency policy measures to be introduced.

« A national energy intensity reduction target of 12% by 2015 for all users
of energy has been set. Additional energy efficiency improvement targets
of 15% by 2015 for industry; mining; power generation; transport; and
commercial & public buildings; and 10% for residential sector were set.

» Key policy measures include:
— Energy Efficiency and Demand Side Management Programme
— Energy Efficiency Tax Incentive
— Revised National Building Regulations
— Adoption of Energy Management System Standards (ISO 50 001)
— Public Transport Programme
{’} [atora weauy
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Energy Efficiency Savings Tax Incentive

« Aimed at helping to address climate change related challenges through
improvement in energy use and address energy security concerns

» The value of the incentive (i.e. a tax deduction) is 45 cents per kwh saved

» Taxpayers that can prove EES from implementing an energy efficiency measures
can claim the allowance

* Only accredited measurement and verification professional can verify the EES

* The South African National Energy Development Institute (SANEDI), a government
agency, is responsible for endorsing and issuing EES certificates

* The taxpayer baseline is adjusted annually with the amount of EES claimed

* The legislation is already in place and the Regulations to effect the incentive await
publication

* The EES incentive will run until January 2020

* It is complementary mechanism (i.e. carrot) in anticipation of the implementation of
the proposed carbon tax. Some of the carbon tax revenue will be recycled through
this EES Tax Incentive
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Electricity generation levy

* The levy implemented on 1 July 2009 on the production / generation of
electricity from non-renewables including coal, petroleum-based fuels,
natural gas and nuclear. The objectives were:

— Complement demand side management efforts
— As a first step towards developing a carbon tax to achieve long term climate
change objectives
* Electricity generated from renewables and qualifying cogeneration are
excluded from the levy

* Now also incorporate provision for the funding of energy savings measures
such as the SWH, previously included in the electricity tariff and funding to
rehabilitate some of the roads that were damaged due to the large volumes
of coal trucks in one of the Provinces.

* To ensure the effective pricing of carbon and facilitate the structural change
currently taking place in the energy sector, a gradual phasing-down and
restructuring of the current electricity levy will be considered
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You Can’t Eat Electricity: Why tackling inequality and hunger

should be at the heart of low carbon development in South
Africa, Oxfam 2013

 The impacts of climate change on food production, livelihoods and
hunger are becoming increasingly clear.

« Putting the fight against inequality and hunger at the heart of low carbon
development can also give a shot in the arm to the politics of climate
change in countries like South Africa.

« The government’s proposal for a carbon tax offers a major opportunity to
design a policy that not only helps to drive down greenhouse gas
emissions, but is also a tool of economic redistribution and
empowerment.

 The revenues of the tax should be recycled on an equal-per-household
basis. This would be a tool of economic redistribution to narrow income
Inequalities and to boost the incomes of people facing food insecurity.

« Carbon tax revenue recycling would then be an effective means of
redistributing income from high-income, high-emitting households to low-
Income, low-emitting ones.
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Mitigation measures with highest impact

(Mitigation Potential Analysis, DEA 2013)
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Sector

Electricity Generation
Energy & Industry

Iron & Steel

Cement

Mining

Mining

Residential Buildings
Residential Buildings
Residential Buildings
Residential Buildings
Transport

Transport

Waste
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Type of measure

Renewable Energy (Onshore Wind, Solar PV, Hydro)
Carbon Capture and Storage

Switch to Electric Arc Furnaces

Reduction of Clinker Content of Cementitious Products
Installation of Energy Efficient Electric Motors

Onsite Clean Power Generation

Energy Efficient Appliances,

Efficient Lighting

Solar Water Heating

Passive Buildings - Improved thermal Design
Improved Petrol & Diesel Engines

Shift from Road to Rail

Municipal Gas Recovery and Generation
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Comments on 2013 Carbon Tax Policy Paper -

Eskom (1)

« The current IRP2010 limits electricity sector emissions to 275 Mt per annum from
2025 — consistent with a peak and plateau (and, ultimately, decline) emissions
trajectory. The promulgated plan inherently prices carbon. Eskom reiterates its
stance that the electricity sector is already subjected to a carbon price and
should, therefore, be exempt from the proposed (additional, explicit) carbon tax.

« Alternative 1. maintain an emissions cap aligned to the DEA’s desired
emissions reduction outcome (DEROSs) in the IRP process; the technology
choices that result will provide an implicit price of carbon. Two possible scenarios
when the explicit carbon tax can be triggered within the electricity sector.

« Alternative 2: remove the emissions cap from the IRP process, and replace it
with a shadow price of carbon that is equivalent to the external tax.

« Alternative 3: irrespective of the shadow price of carbon in the integrated
resource planning process, apply an (additional, explicit) carbon tax on all new
emissions in the electricity sector. In this case, all existing power station
emissions are grandfathered

« Tax rate increase - producer price inflation plus 2% per annum, or be pegged to
achievements in global emissions reductions.
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Comments on 2013 Carbon Tax Policy Paper - Industry

Task Team on Climate Change ( ITTCC) (2)

« While the ITCC acknowledge that a fair and transparent carbon price, as part of a suite of
MBPI, needs to be established, it cannot support the carbon tax as it is currently proposed.

« Lack of a sufficient fact based and policy coordination

 Principles: (i) clear price signal, (ii) revenue neutral, (iii) trade friendly, (iv) broad based,
(v) predictable and gradual, (vi) simple and effective.

* Full exemption of the power sector from the carbon tax by recognising the generation mix is
mandated by the IRP2010

* Rail transport should be exempted
 Removal of the environmental levy

* Details on where the tax is collected and how the pass-through of carbon tax will work in
the liquid fuels sector.

« Special provisions for EITE power consumers must also be implemented in line with
international practise.

« Offset threshold to be increased and allow a local standard without additionality.

« Revenue recycling: Furthermore, the funding of initiatives such as (the said) 12L is
already being supported by the taxpayer through current implicit carbon pricing.

« Clarity be provided on what emissions are included in the scope of the tax e.g. COZ2,
CHA4...Clarification be provided on the link between the mandatory reporting of GHG’s and
%‘@e level above which the carbon tax will be payable;

natlonal national treasury
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Energy sector 1T comments and draft responses on

2013 Carbon Tax Policy Paper

Key Issues/Suggestions

Electricity sector poses numerous
complexities, which might lead to
double taxation
— IRP 2010 has an implicit carbon price
& already mandates energy mix for
electricity sector hence carbon tax will
not change behavioural with regards
to the “greenness” of electricity
supply.
— Future of electricity levy?

— Impact of carbon tax on electricity
prices a concern.

Electricity users (scope 2 emitters) can'’t
influence their supply hence can'’t
reduce the impact of the carbon tax.

Consider interaction of the carbon tax
with fuel levies & pass through
mechanism in the liquid fuels sector.
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Not all of the IRP 2010 has been / might
not be implemented. Look at the “actual’
Implicit carbon price (i.e. renewable energy
premium — nuclear not included) of current
electricity supply in any given hear and
consider a credit / rebate against that year’s
carbon tax liability OR phasing down of the
electricity levy will mitigate impact of
carbon tax on electricity prices BUT
maintain funding for SWH & coal haulage
road repairs or re-include it in the tariff.

Energy efficiency savings tax incentive
(12L) - revenue recycling and provide
relief.

Fuel taxes intended as a source of revenue
and also internalising other externalities like
road accidents, congestion, local air
pollution etc. and not only carbon.

Case for allowing carbon tax pass through
at refinery/ import level currently weak given

how domestic fuel prices are set.
27



Managing the Phase in of Carbon Pricing: Impact of

Carbon Tax on Electricity Pricing

How much are rising energy prices expected to influence deployment of
carbon price and supporting energy polies?

« Rapidly-rising electricity prices to catch up on deferred investment in new
electricity capacity in South Africa have implications for carbon tax
design. These price rises reflect an adjustment in electricity tariffs that is
needed to eventually recover the full cost of electricity supply.

« Electricity price rises from the carbon tax is a concern as they could be a
burden on economic growth and jobs. The impact of a carbon tax would
be limited compared to the price-rises already underway to bring tariffs
up to levels that fully reflect generating costs.
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MYPD3 — Electricity prices

NERSA - Allowed: Rand million 2013/14 2014/15 2015/16 2016/17 2017/18 TOTAL
Return 23,477 26,511 26,436 27,657 33,667 137,748
Primary energy costs 51,067 54,966 56,779 62,060 68,620 293,492
Independent Power Producers 2,686 5,108 14,826 19,269 23,018 64,907
Depreciation 25,733 27,481 28,564 28,911 29,197 139,886
Integrated Demand Management - EE & SWH 1,455 953 819 712 1,244 5,183
Operating costs 45,519 48,565 52,908 57,769 60,576 265,337
Total Allowable Revenues 149,937 163,584 180,332 196,378 216,322 906,553
Eskom - Requested: Rand million 2013/14 2014/15 2015/16 2016/17 2017/18 TOTAL
Return 7,271 14,643 31,187 51,878 81,885 186,864
Primary energy costs 62,328 65,368 69,657 75,330 82,266 354,949
Independent Power Producers 5,189 13,302 18,043 20,143 21,042 77,719
Depreciation 30,792 34,631 37,076 39,669 43,218 185,386
Integrated Demand Management - EE & SWH 2,941 2,709 1,862 1,966 3,612 13,090
Operating costs 44,875 48,952 54,934 59,346 61,478 269,585
Total Allowable Revenues 153,396 179,605 212,759 248,332 293,501 1,087,593
NERSA - ESKOM: Rand million 2013/14 2014/15 2015/16 2016/17 2017/18 TOTAL
Return 16,206 11,868 (4,751 (24,221 (48,218 (49,116) -269
Primary energy costs (11,261 (10,402 (12,878 (13,270 (13,646 (61,457)-179
Independent Power Producers (2,503 (8,194 (3,217 (874 1,976 (12,812)-16°
Depreciation (5,059 (7,150 (8,512 (10,758 (14,021 (45,500) -259
Integrated Demand Management - EE & SWH (1,486 (1,756 (1,043 (1,254 (2,368 (7,907] -609
Operating costs 644 (387) (2,026 (1,577) (902 (4,248] -2%
Total Allowable Revenues (3,459) (16,021) (32,427) (51,954) (77,179) (181,040)] -17%
L& hational treasury
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MYPD3 — Electricity prices

Allowed revenues from tafs based sales- Rim
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Renewable Energy (1)
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The Renewable Energy Independent Power Producer (REIPP) programme
involves bidding competitively on tariffs for predetermined renewable energy
technologies, with a fixed capacity allocation for each technology over five bid
windows. The intention is to procure up to 3 725 MW capacity of renewable
energy by 2016. The Department of Energy (DoE) will procure electricity from
independent power producers (IPPs), with Eskom as the buyer through power
purchase agreements (PPAS).

During the first bid window, 28 proposals were awarded preferred bidder status,
with commitments for the provision of 1 416 MW of renewable energy.

In the second bid window, 19 preferred bidders were selected, with commitments
for providing 1 042 MW.

There is still a capacity of 1 166 MW available for the remaining bid windows.

The DoE estimates that by the end of the bidding process, with its maximum of
five bid windows, the IPP programme will have attracted project proposals to the
value of R100 billion.
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Renewable Energy (2)

« The REIPPP programme also saw aggressive price decreases across all
the technologies throughout its three rounds;

— with an average of 74 c/kWh achieved in window three for wind down
from 1.14 R/kWh in window one,

— 99 c¢/kWh for solar photovoltaic (PV) in window thee down from 2.75
R/kWh in window one and

— 1.64 R/kWh for concentrated solar power (CSP) in window three,
down from 2.69 R/kWh in window one.



Renewable Energy

Net Net I?:lt Total :::tjeztr
Type of technology capacity capacity proj project P
(MW) (%) cost (ZAR cost (%) net kW
million) (ZAR/kW)

Onshore wind 1196.5 48.6 23 622 31.9 19.74
Solar PV 1 048.9 42.6 33 988 45.9 32.40
Solar CSP 200.0 8.1 15 848 21.4 79.24
Small hydro 14.3 0.6 631 0.9 44,13
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Revenue recycling

* In general, “full” earmarking of specific tax revenue streams
are not in line with sound fiscal management practices.
However, the efficient recycling of revenue is important.

* Revenue recycling mechanisms for structural adjustment:

—Asoft 0o e a(ombadgdt allocgtions): Independent
Power Producers programme to incentivise renewable
energy uptake, Electricity Demand Side Management
programme, enhanced free basic energy / electricity

programme, Carbon Capture and Storage rebate

— tax_shifting: reducing or not increasing other taxes
(potential phasing-down of the electricity levy)

— arange of environmental tax_incentives, including Energy
efficiency savings tax allowance
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Revenue recycling package

Businesses & households:
« Phasing-down of the electricity levy.

* Impact on electricity prices will further be reduced by providing a credit against
Eskom’s carbon tax liability for the renewable energy premium that is built into
the current electricity tariffs (to account for some of the the carbon constraints
built into the IRP2010);

Businesses:

* Energy efficiency savings tax incentive, a tax deduction of 45 c¢/ kwh for every
kwh of verified energy efficiency savings;

« Refinement of the R&D tax incentive to encourage he development of green
technology;

« Carbon offset that will reduce the carbon tax liability of businesses.

Households:

« Enhanced free basic electricity / energy for low income households;
* Increased investments and support for public passenger transport;
*  Support for the installation of solar water heaters / geysers.
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Green Fund - Three funding windows

» Green Cities and Towns

Local government, through public sector procurement and alignment of spending on
infrastructure and services, with environment performance indicators, can play a
significant role in generating the demand for green products and services.

« Low Carbon Economy

The decoupling of economic growth from its impact on natural resources will be
driven by private sector efforts to lower environmental impact and resource
consumption. ---- interventions targeting industrial efficiency and the carbon intensity
of the economy including energy efficiency, reducing pollution from industrial
processes, waste management and reuse of by-products.

 Environmental and Natural Resource Management

The protection of biodiversity and securing the sustainable delivery of ecosystem
services is the primary focus of this Window. These include interventions targeting
ecosystem based adaptation to climate change that could drive rural development
models. Managing and reducing the impact of agriculture and land use changes
through demand management and resource conservation will be supported.
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DEA: The Green Fund - DBSA

* Primary objective of the Green Fund is to provide catalytic finance for
high quality, high impact green economy projects and mainstreaming
activities which would not have been implemented without fiscal support.
The Green Fund is additional and complementary to existing fiscal
allocations supporting the greening of the South African economy.

« The Green Fund will respond to market weaknesses currently hampering
South Africa’s transition to a green economy by:

— Promoting innovative and high impact green programmes and
projects
— Reinforcing climate policy objectives through green interventions

— Building an evidence base for the expansion of the green economy,
and

— Attracting additional resources to support South Africa’s green
economy development.
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Concluding remarks

« A carbon tax that is implemented gradually and complemented by effective
and efficient revenue recycling can contribute to significant emissions
reductions,

« A carbon tax will be introduced as part of a package of interventions to
ensure that the primary objective of GHG mitigation is achieved,

* Minimise potential adverse impacts on low-income households and industry
competitiveness



Thank you

Thank you

Any Questions?
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