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31 January 2014 

 

The Chief Director: Hydrocarbons Policy 

Mr Muzi Mkhize 

Department of Energy 

Private Bag X 19 

Pretoria 

0001 

 

By e-mail: muzi.mkhize@energy.gov.za 

 

Copies to: Mr Ompi Aphane, Deputy Director-General 

 

Dear Mr Mkhize 

 

Re: SAPIA comments on the Draft Position Paper on the South African Biofuels Regulatory 

Framework 

 

Thank you for the opportunity to comment on the above-mentioned Regulatory Framework. 

 

General Comments 

 

SAPIA recognizes that the draft biofuels position paper is a first pass at setting concepts and 

issues that should be included in a regulatory framework that could: 

 

• inform interested parties on the scope and functioning of the biofuels Regulatory 

Framework; 

• create investor confidence  and enable the commencement of construction of production 

facilities; 

• create certainty for blenders of biofuels and, 

• provide the Regulator with a template to assess progress and sustainability of the industry. 
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• SAPIA and its members are willing to participate and contribute to the development of such a 

document with the aim of achieving a practical, executable Regulatory Framework.  

 

• SAPIA will continue to work with the Biofuels Implementation Committee (BIC) to resolve all 

issues impacting on the smooth implementation of the biofuels sector. Should the Biofuels Position 

Paper publication precede the completion of the BIC’s work, the Position Paper must allow for 

adequate flexibility in order to incorporate the resulting outcome of the BIC work.  

 

We should also note that our comments in this letter are limited to the impact of biofuels on the 

fuels supply chain and have not commented on the regulations and elements pertaining to biofuels 

production. 

 

Specific Comments 

 

As noted above, our specific comments are premised on the assumption that many of these issues 

have not yet been finalized and are still being worked on by the BIC;  

 

 We note that the DOE have either issued or granted bio-ethanol licenses up to a production 

capacity of 392 million liters per annum (mlpa) which equates to a petrol penetration of over 

3%, exceeding the 2% national target level. It needs to be clarified if only 2% of the national 

bio-ethanol penetration will be supported via the subsidy. 

 We are in agreement with the comment that “caution has to be exercised against 

unintended consequences (of exceeding the 2% national penetration level)”. We would add 

that higher penetration levels of bio-ethanol could result in the displacement of local 

production from refineries. The local gasoline production from refineries is essentially 

balanced with demand and there has been little or no growth in demand for the past 5 

years.  

 Given the above concerns, it is our view that the 2% national penetration level, based on 

bio-ethanol that is locally produced, be capped pending a detailed review of the impact of 

higher penetration levels. Mandatory blending should therefore only apply to volumes up to 

this cap while acknowledging that local geographic blends may be above 2% in order to 

obtain a national 2% average. 

 We support the BTT’s objective of “creating a regulatory environment that is conducive to 

the production of biofuels”, however this objective covers only the first part of the value 

chain and needs to be extended to the supply, logistics and marketing parts of the chain in 

order to ensure an effective implementation.  We note that the BIC is considering the full 

value chain and welcome Government’s engagement and obvious intent to ensure the 

effectiveness of the implementation across the full value chain. 



 We note the recognition that a mixture of refining and depot blending is likely and 

supported by the Department.  It is also encouraging that the Department recognises the 

complexity of transporting biofuel blends and in particular the constraint regarding the 

transport of these products in the pipeline.  As pointed out, these matters are being dealt 

with by the BIC and the recognition of these issues in the paper will support the debate in 

the BIC and assist in ensuring a viable implementation plan for the country. 

 The location of required depot or refinery infrastructure to support biofuel blending will be 

dependent on the location of the biofuels production plants. It is therefore incumbent on the 

biofuels producers to engage early with the fuel wholesalers to align on location and timing 

of the required blending infrastructure. We would estimate that it would take some two 

years to construct the necessary infrastructure, once location has been agreed, to be able 

to ensure the efficient uptake of biofuels. 

 The output of the Bio-ethanol Blending Value project is currently being assessed by the 

BIC. The Blending Value is intended to ensure that the biofuel producers are compensated 

for the value of their products and to ensure that the investments and costs of the blending 

operations are fairly remunerated. A number of critical flaws have been highlighted in the 

initial study. These issues are being dealt with by the BIC. 

 We do not understand the comment made that “implementation of CF2 will expedite the 

production and blending of biofuels”. Under “waiver blending”, or “depot blending” as it is 

referred to in this report, specification waivers will be required under both CF1 and CF2 

specifications. These waivers extend beyond just RVP and are currently being assessed as 

part of the work of the BIC. There is, therefore, in our assessment, no direct linkage 

between CF2 implementation and the acceleration of biofuel production and blending in the 

mineral fuel pool. 

 We believe that the transfer price should correspond to the underlying mineral fuel into 

which the biofuel is being blended. For biodiesel we would support the use of the 500ppm 

diesel BFP as the transfer price as this is by far the greatest diesel volume (KZN Oils 

Renewable Energy does not support this statement and will comment independently). This 

would need to be revised following the introduction of CF2. For petrol, our proposal is that 

for the inland market the 93 octane BFP is used and for the coastal market the 95 octane 

BFP is used. Engen will comment separately on the transfer pricing issue. 

 We welcome the proposal that fuel ethanol be included as a fuel levy good and is therefore 

effectively duty paid when it leaves the biofuel plant.  In this regard we would also support 

the amendment of the legislation to exclude biofuel blending as a manufacturing activity 

and thus remove the requirement for the depot to be registered with SARS as requiring a 

manufacturing license. This issue is currently being addressed by the BIC. 

 



 We note that the process and regulations regarding the use of waivers has not been 

considered in the Draft Position Paper. The use of waivers is important to the 

implementation of biofuels as blending of bio-ethanol with finished grade mogas is likely to 

form the basis of the implementation as acknowledged in the Draft Position Paper. The 

matter is being dealt with by the BIC and it is our understanding that the final regulations 

will incorporate the process and application of waiver blending. 

 Given the comments already made and the ongoing work of the BIC we would propose that 

the “Working Rules”, as outlined in the annexure, are revised from time to time, and 

amended following the conclusion of the BIC work. 

 

In closing, it needs to be emphasised that we view the BIC as playing a critical role in determining 

the most practical, cost-effective and risk-averse manner in which the uptake of the required levels 

of biofuels can be implemented in South Africa. The work of the BIC should therefore continue in 

parallel with the adoption of a final Biofuels Position Paper. 

 

Yours sincerely 

 

 

Avhapfani Tshifularo 

Executive Director 

 

 

 


