J)
\“‘ ¢ / u& 457 Witherite St | The Willows X82 www.naamsa.net

Celebrating 100 Years of the PRETORIA | 0184 +27 12 807 0152

THE AUTOMOTIVE BUSINESS COUNCIL South African Automotive Industry

.} i I. i a)\ Block F Alenti Office Park ‘ info@naamsa.co.za
naamsa

Day three 14h00 to 15h00 (Thursday 17 October 2024)

PANEL | Truck and Bus NEV Transitional Requirements

The South African economy depends on the country’s road transport network of 750 811 km, the
tenth longest in the world as well as 22 000 km of railway lines. One of the key drivers for growth of
an automotive industry in a country is reliable and efficient logistics infrastructure. The more

sophisticated the logistics solutions, the more smoothly the economy will run.

Due to rail inefficiencies, road transport plays an essential role in the country’s national supply chain,
inbound and outbound. Due to the increased burden on the country’s roads, concerns raised by
carrying the cars on the roads include damages to transported vehicles due to road degradation and
insurance coverage limitations. Easing the burden on South African roads will require innovative
solutions while government is working towards steadily upgrading the country’s railway lines

infrastructure.

Along-term plan must also be developed to mitigate the risks that are associated with climate change.
Transport in South Africa is the third largest emitting sector, with more than 90% of emissions
stemming from road transport. The country faces the dual challenge of decarbonising whilst improving
transport as a service for consumers and enabling other sectors to decarbonise. The higher road usage
trajectory, however, is inconsistent with South Africa’s climate commitments under the Paris
Agreement by 2030 and inconsistent with net zero by 2050. To move towards the net-zero vision for
the economy by 2050, the country must focus on a mode-shift to rail and public transport. Without a
deliberate and co-ordinated effort, South Africa’s transport sector will be on a trajectory that is
inconsistent with South Africa’s climate commitments under the Paris Agreement by 2030 and

inconsistent with net zero by 2050.

There are at present no dominant NEV solution for heavy commercial vehicles globally. A combination
of electric vehicles, biofuels, natural gases, and hydrogen will be necessary to achieve significant
reductions in greenhouse gas emissions. The key NEV solutions being pursued by South African

commercial vehicle OEMs include:
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*  Electric Vehicles (EVs): This includes both hybrid and battery electric vehicles.
* Biofuels: Such as fatty acid methyl esters (FAME) and hydrotreated vegetable oil (HVO).

* Natural Gases: Compressed natural gas (CNG), liquefied natural gas (LNG), and their

biomethane variants.
* Hydrogen: Used as a fuel or in fuel cells, including liquid and gaseous hydrogen.

The transition to cleaner drivelines in the heavy and extra-heavy commercial vehicle space needs to
be driven by building a local demand for the products. Unlike passenger cars and light commercials,
the OEMs who manufactures heavy commercial vehicle all build and sell into the Southern African
region. To allow the industry to build volume in this segment, the pricing of the vehicles needs to be
brought closer to that of a “normal” ICE truck. The prices for alternative energy vehicles (battery
electric in particular) are significantly higher than internal combustion engine vehicles and hence
market adoption has been low. At present these types of vehicles are only built in their home
countries, so no local assembly or manufacture is possible as yet. A zero-import duty concession would
allow OEMs to drive prices down to a level closer to what the market can accept and will thus build
local volume demand. This local demand will enable a sufficient volume of vehicles to allow OEMs to
invest in local assembly which is the aim of this duty concession. The duty on NEV CBU imports is the
same as for normal diesel trucks which is 12% if sourced from the EU and 20% for everywhere else.
Commercial vehicles are excluded from the APDP2 and therefore there are limited options to pursue
in the transition to NEVs. For the truck and bus sector, the transitional requirements to new energy

vehicles include the following:

* The introduction of NEV’s presents distinct challenges for commercial vehicle manufacturers,
resulting in a weight penalty of 1 to 3 metric tons and a length penalty of up to 1.5 meters

compared to equivalent ICE commercial vehicles.

* This overweight and overlength penalty is further compounded by the size of the existing
trailer fleet (221 000 licensed trailer) legislated around the ICE technology, therefore
recommend that legislation be changed to suit the NEV vehicles only to compensate for the

said penalties, thus allowing operators to use existing trailers fleet.
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* A zero-duty window to encourage the early introduction of NEV commercial vehicles into the
country for the early adoption of the technology by customer, and to achieve critical volume

that will justify local manufacturing.
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