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Non-Confidential 

29 June 2021 

Mr I Momoniat, Mr Y Mputa, and  Mr C Axelson 

Cc: Minister T Mboweni 

National Treasury 

E:   Ismail.Momoniat@treasury.gov.za; 
Yanga.Mputa@nationaltreasury.gov.za; Christopher.Axelson@treasury.gov.za;  
mary.marumo@treasury.gov.za 

Good Day 

REQUEST TO KEEP THE EXPORT DUTY ON SCRAP METAL AT 0% FROM 1 AUGUST 2021 
IN LIGHT POLICY REVERSAL BY THE MINISTER OF TRADE, INDUSTRY AND 
COMPETITION (DTIC) 

1. We write on behalf of our client, the Metal Recyclers Association of South Africa (MRA). 

2. The Minister of Trade, Industry and Competition  is proposing to extend the Preferential 
Pricing System (PPS) on scrap metal, in addition to (on top of) the export tax on scrap 
metal, for at least 2 years 

"to enable consideration of the implication of having both systems in place to support the 
availability of affordable scrap metal for the domestic consuming industry" 

 according to the most recent Government Gazette, dated 24 June 2021. The gazette is 
attached for your convenience. 

3. Having both the PPS and the export duties in operation, clearly goes against the rationale 
for the introduction of the export duties. It was repeatedly understood that the new 
export duty would replace PPS. 
 

4. We request an urgent meeting with you, the National Treasury officials, to 
discuss keeping the export duty at 0% until the PPS matter is resolved.  The 
simplest way to prevent two sets of charges against the export of scrap metal 
is to keep the 0% export duty until PPS is abandoned. We regret the urgency of 
this request, but the Government Gazette was only published last Thursday on 24 June 
2021 and the export duties are due to come into effect on 1 August 2021. 
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Background 
5. Pursuant to his powers under section 5 of the International Trade Administration Act 71 

of 2002 (ITAA), on 10 May 2013, the Minister of the DTIC issued the Policy Directive on 
the exportation of ferrous and non-ferrous waste and scrap metal ("the 2013 Trade Policy 
Directive"- GN 470 in GG 36451 of 10 May 2013). The 2013 Trade Policy Directive 
required the International Trade Administration Commission (ITAC) to employ its powers 
under the ITAA in line with the policy that ferrous and non-ferrous waste and scrap metal 
can only be exported after it has first been offered to domestic users of scrap, for a period 
established by ITAC, and at a price discount or other formula established by ITAC. The 
Policy sought to promote domestic consumption of scrap metals instead of export sale. 
This is the so-called Price Preference System ('PPS') which is substantiated by a set of 
Guidelines. In this regard, the 2020 Amended Export Control Guidelines on the 
Exportation of Ferrous and Non-Ferrous Waste and Scrap 2020 (Notice 532 of 2020 in 
GG 43765 of 2 October 2020) (hereafter, "2020 Guidelines") explains the formulas for 
calculating the PPS “preference” prices for ferrous and non-ferrous scrap metal. 

6. The DTIC extended the 2013 Trade Policy Directive until 31 July 2021- GN NO.1367 in 
GG 44008 of 17 December 2020. In accordance with the 2013 Trade Policy Directive, the 
DTIC extended the 2020 Guidelines until 31 July 2021 or the date on which the 
export duty/tax on the exportation of scrap metal is fully implemented at a rate 
that is higher than 0 % (zero percent), as approved by Parliament, whichever date 
comes first - Notice 740 of 2020 in GG 44037 of 24 December 2020. Thus, the DTIC 
made it clear that the export duty/tax will replace the PPS. 

7. However, without prior public consultation, on 24 June 2021, the DTIC published the 
Request for public comment: Extension of the Policy Directive on exportation of ferrous 
and non-ferrous waste and scrap metal Notice 381 of 2021 in GG 44758 of 24 June 2021, 
which proposes extending the operation of the 2013 Trade Policy Directive for a further 
two years from 31 July 2021 until 31 July 2023 in conjunction with the export duty on 
scrap metals. This request for public comment gives 14 days from this date of publication 
for comments to be made. This patently contradicts the new policy on scrap metal as 
announced by National Treasury and the Minister of Finance to replace the PPS with the 
export duty as of 1 August 2021. 

8. To this end, during the 2019 Budget Speech on 20 February 2019, the Minister of Finance 
stated that National Treasury, the Department of Trade and Industry and the Department 
of Economic Development would work together to explore the introduction of an export 
duty on the exportation of scrap metal to replace the PPS. 

9. Consequently, through Notice 568 of 2019 in GG 42782 of 18 October 2019, the Minister 
of Trade, Industry and Competition directed ITAC, in terms of section 18 of the ITAA, to 
investigate and advise him whether it would be appropriate to replace the existing PPS 
with an export duty on scrap metal. According to the Draft Explanatory Memorandum on 
the Draft Taxation Laws Amendment Bill, 2020 of 31 July 2020, "ITAC conducted its 
investigation and, based on the findings, recommended that the current PPS be 
replaced with export duties since it has not effectively provided support to the 
foundries and mills with availability of affordable, quality scrap metal". 

10. Subsequently, on 26 February 2020, National Treasury stated in the Budget Review 2020 
that the government will consult with affected industries to introduce export taxes on 
scrap metal, which could replace the current PPS. The Budget Review 2020 also stated 
that proposed export taxes will apply to ferrous metals at the rate of R1 000 per tonne, 
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aluminium at R3 000 per tonne, red metals at R8 426 per tonne, and other waste and 
scrap metals at R1 000 per tonne. 

11. Based on the National Treasury Media Advisory: Accreditation Process Publication of the 
Proposal on export taxes on scrap metal for public comment published on 10 March 2020 
('the Proposal'), it appears that these figures emanate from recommendations from a 
"feasibility study" conducted by ITAC. This proposal explicitly stated that National 
Treasury was "phasing out of the current price preference system for scrap steel". 
Thus, the policy of National Treasury is to replace the PPS with export duties and this was 
the basis of the 'two-phase' public comment process on the extent of the duties. This 
consultation process commenced with the publication of the 2020 Draft Taxation Laws 
Amendment Bill. 

12. As a result, on 31 July 2020, National Treasury and the South African Revenue Service 
(SARS) published for public comment, the 2020 Draft Taxation Laws Amendment Bill, 
which proposed an amendment to section 48 of the Customs and Excise Act 91 of 1964 
(CEA), by the substitution for subsection (4) of the following subsection: 

"(4) The Minister may, whenever he deems it expedient in the public interest to do so, by notice 
in the Gazette— 

(a) impose an export duty, on such basis as he may determine, in respect of any goods intended 
for export or any class or kind of such goods or any goods intended for export in 
circumstances specified in such notice and any export duty so imposed shall be set out in 
the form of a schedule which shall be deemed to be incorporated in Schedule No. 1 as Part 
6 thereof and to constitute an amendment of Schedule No. 1[.]; or 

b) withdraw or reduce any export duty imposed in terms of paragraph (a) with or without 
retrospective effect, or increase such export duty, from a date and to such extent as may 
be determined by the Minister in such notice." 

13. The Draft Explanatory Memorandum on the Draft Taxation Laws Amendment Bill states 
that the "reasons for change" to the duty are that: the 'local scrap metal processing 
industry' (we are advised by our client that this should be instead, the 'domestic scrap 
metal consuming industry') has expressed its concerns to the DTIC that despite the 
existence of the PPS, the lack of affordable, quality scrap metal remains a challenge; the 
PPS appears not to have provided sufficient support such that the sector can flourish in 
competition with global counterparts, some of which benefit from an export duty on scrap 
and lower domestic prices for scrap and that this proposed export duty is regarded as 
"superior" to the PPS in terms of its easy administration and generating funds to assist 
in its policing. Furthermore, it should be 

"more effective in reducing the domestic price as it will have the effect of reducing the 
export price achieved by local scrap dealers unlike the PPS". 

Consequently, it was proposed that changes be made in the Customs and Excise Act 
(‘CEA’) and schedules to this Act to insert provisions dealing with the introduction of 
export duties on scrap metals. 

14. As a result, the export duties on scrap metals were then imposed at 0% with effect from 
1 March 2021 up to and including 31 July 2021 - GN NO. R. 147 in GG 44194 of 26 
February 2021. On the same date (26 February 2021), the Deputy Minister of Finance 
then published, in terms of section 48 of the CEA, an amendment to Part 6 of Schedule 
No. 1 that imposes the export duty on ferrous and non-ferrous at a rate above 0% from 
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1 August 2021 - GN No. R.150 in GG 44198 of 26 February 2021. Consequently, 1 
August 2021 is the date on which the export duty must replace the PPS. 

15. Furthermore, National Treasury has explicitly stated that the 

draft TLAB and TALAB also include the proposed introduction of an export tax on scrap 
metals (i.e. ferrous metals, aluminium, red metals and other waste and scrap metals) at 
the rates as was announced in the 2020 Budget to replace the current price preference 
system. [own emphasis] – National Treasury Media Statement of 31 July 2020: Publication 
of the 2020 Draft Tax Bills, Draft Regulations Prescribing Electronic Services, Venture 
Capital Company Survey to give effect to 2020 Budget and Extension of some COVID-19 
Relief Tax Measures. 

16. Therefore, it is patently clear then that the intention to extend the PPS by DTIC would be 
circumventing the policy decision as agreed between the DTIC and the Department of 
Finance to replace the PPS with the export tax/duty. The decision of the Minister of 
Trade, Industry and Competition to propose keeping the export duty together with the 
PPS also ignores the findings of the ITAC investigation, which the Minister had instructed 
ITAC to conduct through Notice 568 of 2019 in GG 42782 of 18 October 2019. It is 
common cause that this investigation recommended the replacing of the PPS 
with the export duty.  

Yet, the Minister has ignored these empirical findings to defer to the "working group on 
scrap metal" (the composition of which is unknown to our client) to keep the PPS, which 
not only created a parallel and inaccessible process of consultation, but it is now apparent 
that the DTIC knew as of February 2021 (when "The South African Steel and Metal 
Fabrication Master Plan 1.0" was being finalised) that the Minister would propose 
extending the application of the PPS even after the export duty came into effect. It must 
be borne in mind that the export duty consultations, which our client and the industry 
participated in, were based on the explicit policy decision that the export duty will replace 
the PPS. In this way, National Treasury's impending imposition of the export duty above 
0% would have been based on a flawed consultation process whose integrity has been 
irretrievably compromised by the DTIC. 

17. The National Policy Development Framework 2020 (as approved by Cabinet and published 
by the Presidency of the Republic of South Africa) expressly states that according to the 
National Treasury, one of the "Principles for Effective Policy making" is "Coordination and 
consistency", which requires that government policy rules and intended objectives should 
not "contradict" each other. 

18. In this regard, we point out that while the PPS is in effect, no export permits are granted 
for scrap metal for which there is a local requirement. It follows from this that the only 
scrap metal which is exported while the PPS is in effect, is scrap metal for which there is 
no local demand. There would be no rationale for applying an export duty to scrap metal 
for which there is no local demand. Therefore there is no rationale for applying an export 
duty to scrap metal while the PPS remains in effect. 

19. Consequently, we request that National Treasury and the Minister of Finance keep the 
export duty at 0% until the PPS is discontinued. 
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20. Without detracting from this request, we request a meeting with National Treasury and 
the Minister of Finance to discuss the contents of this letter. Considering the urgency of 
the matter - we request a meeting within 7 days and acknowledgement of this letter 
within 3 days. 

21. Our client's rights are strictly reserved. 

 

Kind regards 

 

 

Donald MacKay 

Director 

This document has been sent electronically and is therefore not signed. 

E:  donald@xa.co.za 

T:  082 494 1019 


