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Who we are
The Fuel Retailers Association of Southern Africa 
(FRA) is a registered employers organisation 
under the provisions of the Labour Relations Act, 
66 of 1995.  

The FRA is a financially independent and fully 
autonomous association that ensures the survival 
and success for all its members who are Fuel 
Service Station Owners in the retailing of fuel in 
South Africa.

The Association monitors and becomes involved 
wherever necessary with all aspects of retail fuel 
governance, distribution and sales in South Africa 
in order to protect and enhance Fuel Retailers’ 
interests. The Association’s income base is 
through membership fees.

Vision
To create a robust, sustainable environment that 
provides a reasonable return on investment for all 
efficient Fuel Retailers.

The primary objective of the FRA is to promote 
and protect the best interests of Fuel Retailers 
and its members in particular.

Mission
To engage with all stakeholders in facilitating and 
promoting open and transparent communications 
to ensure the industry is prepared for 2010 and 
beyond.
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Legislation & Regulatory 
Framework
The FRA is proactive in ensuring that 
the Fuel Retailers’ voice is heard in all 
Government Legislations/Regulations 
that affect the sustainability of our 
industry.  

Industrial Relations
Many cases have been successfully 
defended every month on behalf of FRA 
members. As a member you get access 
to our competitive rates towards IR 
services 

Please phone the FRA Office for 
regional contact details

MIBCO
The FRA is an official party to the Motor 
Industry Bargaining Council.  
The Labour Relations Act provides for 
the self-regulation of industries through 
the medium of Bargaining Councils.  
MIBCO is a Bargaining Council as 
envisaged in the Act whose mission it is 
to create and maintain industrial peace 
and stability in the motor industry

Communication
The FRA is in contact with its members 
through regular issues of:
 FRA Updates (E-mail/Fax/ SMS)
 Website: www.fuelretailers.co.za
 Regular Forum meetings
 Forecourt Times

The FRA acts swiftly and negotiates 
independently, collectively and 
individually with:
 Department of Energy
 Government Groups
 Department of Labour 
 Department of Environmental   

 Affairs 
 SAPIA
 Consumer Commission
 Competitions Commission
 Banking Association
 Payment Association 

 of South Africa (PASA)
 Reserve Bank

Margin
The FRA is instrumental in working with 
the Government to secure increases for 
Fuel Retailers in the Profit Margin on 
fuel by “continually improving” margin 
investigations in order to improve the 
viability of FRA members.

Proliferation of 
New Stations
The FRA has successfully fought 
against numerous new sites being built, 
which would detrimentally affect existing 
Fuel Retailers. All members have to do 
is to contact us when they see the New 
site development notices.

Safety and Security
The FRA participates in issues related 
to Safety and Security in the Industry 
which includes the Card Fraud.
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Foreword by the President

Motlalepula Michael 
Motsoane

President FRA

Foremost, I would like to greet all 
fuel retailers of South Africa, stake-
holders and the readers of the Fuel 

Retailers’ Association magazine, Fore-
court Times.

The year, since the last edition of the 
magazine, has proven to be a fruit-
ful one for the association with major 
strides taken in meeting the strategic 
objectives of FRA. Let me take the 
opportunity to reiterate that central to 
the association’s objectives is always 
to add value to each fuel retailer who 
is a member of the FRA and assist in 
the well-being and sustainability of the 
sector.   

In this regard FRA has successfully 
continued to build relationships with 
oil companies, as our CEO carries on 
with engagement sessions with either 
CEO’s and or retail G.M’s of various oil 
companies on issues that affect retail-
ers. Another significant achievement is 
that we now have official relationships 
with all Dealer Council Structures and 
these relationships have proven to be 
very fruitful in aligning ourselves on 
issues that affects us as retailers. FRA 
has been instrumental in ensuring that 
dealer councils of various oil companies 
are always updated on the progress and 
challenges around RAS.

FRA has also taken steps to ensure that 
forecourt staff receive not only quantity 
but also quality training. This began with 
a courageous fight, from FRA, in moti-
vating that the fuel retail sector be taken 
out of Merseta and moved to the W&R 
SETA. The positive outcomes of that 
fight are being recognised as, for the 
very first time in our history, fuel retail-
ers are being recognised as a collective 
by Seta in terms of training needs. We 
are busy delivering, as we speak, a 
learnership and a skills development 
programme. 

It is with this training objective, amongst 
many, in mind that FRA continues to 
strengthen the relationship with W&R 
SETA, currently engaging them on 
the concept of fuel retailers training 
academy. We believe we can, together, 
contribute to the improvement of training 
both retailers and the forecourt staff in 
line with the new seta F.E.T. colleges’ 
partnerships.

That which has also been of vital impor-
tance is the FRA’s engagement with 
the Department of Energy (DOE). Most 

people may not be aware of how much a 
relationship with DOE has saved us from 
various factors that threaten the future sur-
vival of our industry; from ensuring correct 
margins are allocated towards the retailers’ 
profitability, to stopping new site develop-
ments that potentially pose a threat to exist-
ing retailer’s profitability. FRA continues 
to cultivate relationships with organisation 
like SARPIF. Through SARPIF, FRA has 
engaged and has been motivating the oil 
companies to participate on the Reserve 
Bank Interchange Project to ensure that all 
card costs issues are addressed or high-
lighted via this project. 

We have a thriving partnership with banks 
like ABSA and Standard Bank in ensuring 
that banks understand our unique environ-
ment and come up with costs tailor-made to 
our industry.

FRA keeps pressure on the issue of double 
debits in our forecourts by continuously 
engaging Payment Association of South 
Africa (PASA) and we hope that PASA will 
finally address this matter. FRA continues to 
help members with follow ups and interven-
tions on their licensing issues.

Last but not least, as a unique sector, it is 
imperative that our issues are well recog-
nised and catered for within the MIBCO 
environment. FRA has been party to ensur-
ing that the current bargaining model caters 
for that and the sustainability and quality for 
both employers and employees in the sec-
tor. We continue to value our partnership 
with NUMSA to ensure that this is achieved 
for the benefit of both the employer and the 
employee. We are open to addressing social 
and the living wage issues, working within 
clear guidelines, credible benchmarks and 
proper job grading, and for this we need to 
work together as partners with the regulator 
to see how best we close any gaps.

FRA continues to grow at a fast rate 
because of honouring and delivering on our 
value proposition which is to ensure profit-
ability and sustainability of all fuel retailers 
in South Africa. This growth has, invariably, 
necessitated an appointment of an opera-
tions manager who will assist the CEO by 
handling all FRA operational functions. FRA 
also plans to expand its regional represen-
tation due to the demands brought by this 
growth. 

As retailers we need to realise that our 
future lies in us uniting and supporting the 
one organisation that delivers the goods. 
Our future is dependent on giving impetus to 
an organisation like FRA by joining, in mem-

“ FRA has also taken 
steps to ensure that 
forecourt staff receive 
not only quantity but 
also quality training. 
This began with a 
courageous fight, from 
FRA, in motivating 
that the fuel retail 
sector be taken out of 
Merseta and moved to 
the W&R SETA.” 

“Unity – An Imperative in Preparing for 
Change for Future Success”

F

bership, and supporting the voice that is 
out there fighting our issues. The issues 
are becoming more and more complex 
and if we are caught sleeping we will run 
out of business quicker than we think.

Let me thank our CEO Mr. Reggie Sibiya 
for his unrelenting efforts in realising the 
ideals of FRA and for always being avail-
able for our members; even beyond the 
call of duty. Let me also thank the FRA 
staff, board members, and consultants for 
their fervent support and contribution to 
the success of the association.  
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Reggie Sibiya 
Chief Executive Officer, FRA

It is a very interesting phenomenon 
to have one sector, the South African 
Liquid Fuels Retailing Sector which 

is governed by numerous policy and 
legal instruments. We have the White 
Paper on the Energy Policy of the 
Republic of South Africa (Dec. 98) which 
makes reference to security of supply 
and the need to liberalise the markets. It 
also outlines the conditions to be estab-
lished for liberalisation, such as the 
establishment of a regulatory framework 
and rules for a more transparent regula-
tion of the sector.

Petroleum Products Amendment Act No. 
58 of 2003 provides for the licensing 
of persons involved in the manufac-
turing or sale of petroleum products; 
to promote the transformation of the 
South African petroleum and liquid fuels 
industry (the LF Charter); to prohibit 
certain actions relating to petroleum 
products; to provide for appeals and 
arbitrations; to authorise the Minister of 
Energy to make specific regulations. 

Petroleum Products Amendment Act 
No. 2 of 2005 effects certain technical 
amendments such as definition of 
wholesaling; to delete a condition 
regarding the purchase and sale of 
certain petroleum products; to adjust the 
provision dealing with the system for the 
allocation of certain licences; to extend 
the power of the Minister of Energy to 
make regulations. 

The Competitions Law in particular has 
had a fair share in an effort to address 
some anti-competitive behaviours in 
the industry and the Consumer Protec-
tion Act in which Fuel Retailers as 
Franchisees are afforded the rights as 
consumers in their relationship with the 
Franchisors has come into the activity 
space. These two legislations are likely 
to intensify in application in our industry 
as the journey continues.

NEMA (National Environmental 
Management Act) has had its fair share 
of unintended consequences with the 
amendments in 2010, affecting the 
transition in a negative way by opening 
up a stream of new service station appli-

cations that were otherwise on hold via 
the EIA objection process, thus flooding 
the offices of DOE with more administra-
tive work.

LRA – the industry will need to prepare 
itself for the potential changes to be 
effected via the Labour Relations 
Amendment Bill, 2012. From a regula-
tory perspective, having regulated 
and unregulated activities within one 
business, challenges the concept of 
ring-fencing wages. Whilst the wage 
component compensation on the retail 
margin is fixed cents per litre, when the 
price of fuel goes up, the transactional 
cost also go up thus eroding on the 
cost base provided for in the margin, 
including wages.

There is also the impact of diesel cards 
imposed on retailers by oil companies. 
When one looks at the margins which 
these diesel cards attract to the retailer, 
they are much lower than even the 
cost recovery for the wages component 
allocated per litre. This means every litre 
of diesel sold via these diesel cards is 
at a substantial loss especially for sites 
below the benchmark volumes. 

Challenges in our current regulatory 
environment
There are different views from different 
stakeholders regarding the issue of 
more versus less regulation. Other 
stakeholders believe that to protect the 
interests of SMME’s and Job Creation 
in South Africa, regulation is a must. 
There is a perception whether real or 
not that the current players in the market 
are not able to ensure sustainability of 
SMMES and Job Creation and therefore 
much reliance has to be on the regulator 
to accomplish this key objective. From 
the motorist the concerns are that our 
government regulates some elements 
of the pricing structure, but has no 
control on the international fuel price 
movements and therefore in practice 
cannot guarantee the motorist a certain 
price limit of fuel. Basically when the 
world goes down we all go, because we 
are a net importer. When prices continu-
ously go up, the issue of competitively 
sourcing products and selling them at 

“ One cannot help it 
but start to see some 
key trends. Typically 
the fuel global markets 
that are now fully 
deregulated have gone 
through four phases. 
Some stayed longer in 
each phase and some 
have travelled quite 
fast, driven mainly by 
consumer behaviours/
demands, escalating 
costs of the fuel retailing 
business and changes in 
the regulatory frame-
work.” 

The Journey: South 
African Liquid Fuels 
Retailing Sector
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CEO’s Overview

competitive prices increasingly becomes 
a topic of interest to the motorist.
 
Compliance management will become a 
major issue as new entrants and players 
enter the market. Managing compliance 
in our own South African Fuel Industry 
is proving to be a mammoth task. The 
question is how long do we hold on 
regulations (i.e. Conditional Selling) 
where some do not comply. We either 
beef up resources from government to 
manage compliance properly and that 
comes at a cost or we review the need 
of regulations that lack enforcement. 
Lack of compliance by a few causes 
huge levels of frustration to the rest 
and at the end forces those who are 
losing business due to non-complying 
competitor to follow suit in defending 
their loss of business. One has to face 
reality and that is our regulator cannot 
effect these regulations on their own 
as they rely heavily on the effective-
ness of the justice system. Our justice 
system has more than enough share of 
its own issues to deal with and when our 
industry non-compliance issues hit their 
space, they hardly get any attention. 
There is clearly an urgency to review 
management of compliance issues and 
address some of the gaps. We hope 
that as the interested and affected party, 
FRA can add more value along the 
journey of compliance and amendments 
to the Petroleum Products Act and its 
Regulations.

There is a myriad of complex issues 
within the space of regulation. There are 
obviously ways to address them if we 
as an industry commit to do something 
about them. However, not dealing with 
them leads us to a path where other 
countries that are deregulated have 
travelled. 

Global Retail businesses are 
managed against a Market Phase 
Framework
South Africa’s Fuel Retailing business 
is run mainly by 6 Oil Majors, 5 of which 
are multinational/national companies. 
There is only one local player currently 
and that is Sasol. PetroSA is currently 
on the upstream business and there 
has been a lot of media talk about their 
intentions to enter the Fuel Retailing 
space as well. It goes without saying 
that the global influence in the South 
African Fuel Retailing space is very 
strong amid the local legal and regula-
tory elements.

One cannot help it but start to see some 
key trends. Typically the fuel global 
markets that are now fully deregulated 
have gone through four phases. Some 

stayed longer in each phase and some 
have travelled quite fast, driven mainly 
by consumer behaviours/demands, 
escalating costs of the fuel retailing 
business and changes in the regulatory 
framework. 

Phase 1 is characterised by high levels 
of regulation where there is limited 
sources of fuel supply, limited competi-
tion and fewer retail sites making more 
money with regulated pump prices. In 
this phase the consumer behaviour is 
worth noting as it focuses on brand and 
quality.  

Phase 4 is almost the reverse of phase 
1. As the prices keep shooting the sky 
(driven by both international and local 
price composition elements), quality 
becomes less of a driver and price 
becomes the main focus for purchasing 
fuel. In phase 4 there are more retail 
sites, making far less money than in 
phase 1.

One question which keeps ringing in 
my mind is where are we as the South 
African Fuel Retail Industry in this 
journey. It has definitely moved out 
of phase 1. Our industry is no longer 
100% regulated across the value chain. 
I would argue strongly that we are at 
the verge of leaping out of phase 2 into 
phase 3 unless there is some dramatic 
changes to some of the regulations i.e. 
Diesel regulation, Import regulations etc.  
Some of the relaxation of regulations 
(i.e. imports) are however strategic to 
ensure access of supply to more hands 
than just the few multinationals and will 
therefore naturally force the move to 
phase 3. In phase 3, there is deregula-
tion at supply level (free supply), new 
players come in at this phase and in our 
environment this includes Independent 
Wholesalers. Outside new players are 
likely to enter through partnerships with 
the HDSAs. In phase 3, competition 
increases not only at supply level but 
at retail level where we begin to see 
new players in the form of independent 
or non-traditional brands like Quest, 
Ener-Gi, Viva etc.

The high pump prices emerging in 
phase 3 begin to exert pressure on the 
consumer’s wallet and this pressure 
lands on government shoulders. 
Labour market across the value chain 
continues to exert their demands and 
one can imagine where it’s likely to 
land. Customers become more price 
sensitive and place further pressure on 
government for prices to go down. It 
really becomes a vicious circle at this 
point. At this stage, retailer margins 
are squeezed through ever increasing 

costs i.e. bank charges and credit card 
costs, oil company rental/franchise 
fee structures and labour costs and 
as a result only big volume sites make 
money, the rest begin to live on hand to 
mouth basis.

Then there is the issue of non-regulated 
businesses co-existing with the 
regulated ones, another driver of global 
retail businesses. In phase 2 one tends 
to see Oil Branded Convenience offers 
i.e. BP Express/ Sasol Delight, having 
more focus to increase the shopping 
basket and offering a wider range to 
meet some convenience needs for the 
motorist. This has been seen in our 
industry for quite some time and it has 
surely put the forecourt shops at the top 
of the radar of the FMCG Manufactures 
and more so the FMCG Retailer Chain 
Groups. We are now seeing alliances 
with the likes of Woolworths and Engen, 
Pick n Pay and BP and guess who will 
follow suit. 

The big question is who is going to end 
up as a Franchisor in some of these 
partnerships and whether that would 
be a good or bad thing. We know that 
in some of the phase 4 markets like 
France, Supermarkets own a signifi-
cant share (over 55%) of the fuel retail 
market. The shops become the money 
makers and fuel becomes the loss 
leader.

The journey continues – are we going 
to halt it here or are we going all the 
way. This one is for the regulator to 
manage and control. In phase 4 as the 
retailer margins become squeezed even 
further, full deregulation and self-service 
become inevitable as the businesses 
cannot carry the costs of the labour 
component. 

The South African petroleum industry, 
prior to 1990, had largely been shielded 
from the vagaries of globalisation and 
global competition, which invariably 
resulted in some levels of inefficien-
cies. It was considered important that 
a managed process be developed 
to assist the industry to migrate into 
an efficient industry that was better 
prepared to engage with the inevitable 
global competition on an equal footing, 
whilst minimising a potential “blood 
bath”, especially in the retail sector.
We are indeed on a journey. Whilst we 
have to appreciate the role of globalisa-
tion, this generation has a responsibility 
to ensure that this journey is taking us to 
a future that is bright for the next South 
African generations. F
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Economic regulators, especially 
independent ones, are rela-
tively new in South Africa. In 

the past, and to some extent in the 
present as well, South Africans have 
become accustomed to the Govern-
ment itself carrying out economic 
regulation. In the petroleum sector, 
there is a long history of the Depart-
ment of Minerals and Energy, and 
more recently the Department of 
Energy, regulating petrol prices and 
other aspects of petroleum. 
In 2005, a new form of economic 
regulation was introduced into the 
petroleum sector with the advent of 
the first independent regulator, the 
National Energy Regulator of South 
Africa (NERSA). The argument is 
that investors and the public have 
more confidence in the decisions of a 
transparent and independent regula-
tor, than they have in other processes 
where the possibility of political inter-
ference exists. It is also argued that 
the policy makers and the regulators 
should be different entities, just as the 
players and the referee are different 
persons.
Like many other developing coun-
tries, the South African Government’s 
economic policy is spearheaded by 
an infrastructure thrust. Infrastruc-
ture decisions tend to involve large 
amounts of capital and are often 
long-term decisions. For example, 

the Transnet Pipelines upgrade with 
additional pipelines is forecast to cost 
R23.4 billion and the assets are esti-
mated to last 70 years. New coal-fired 
power stations cost about R120 billion 
and can last for similar periods. By 
comparison, all the football stadiums 
built for the FIFA World Cup cost a 
mere R15 billion.  In short, getting 
these decisions ‘right’ or ‘wrong’ can 
have a significant long-term impact on 
the economy. This highlights the need 
for good regulators.

Economic regulation is a part of what 
Government refers to as ‘adminis-
tered prices’, i.e. prices controlled or 
set by Government or its agencies. It 
is a general concern that administered 
prices have been a major contribu-
tor to inflation and the rising cost of 
living. Prominent recent examples 
include an approximate doubling of 
the electricity price over the past three 
years and a public outcry over toll 
road fees. The developmental implica-
tions of administered prices and tariffs 
are especially significant in light of the 
fact that these costs impact the poor 
disproportionately as a portion of their 
overall income. Before considering 
what knowledge and training regula-
tors should have, we need to look a 
little deeper into the kinds of decisions 
that they have to make.

The decisions economic regulators 
make tend to be difficult, trade-off 
type decisions that others prefer not 
to make. Different groups in society 
have different needs and interests. 
This creates a situation where there 
is no clear right or wrong, but rather 
shades of grey. The country needs 
more and better infrastructure, which 
is very expensive. While we would all 

prefer that someone else should pay 
for it, the fact remains that somebody 
has to pay for it. The question is not 
‘if’, but ‘who?’, ‘when?’ and ‘how?’.

The answers to these questions are 
not the kind of decisions that make 
one popular. As one regulator put 
it ‘If everyone is equally unhappy 
then we are probably doing the right 
thing’. Regulators are thus usually 
appointed rather than elected. Regu-
lators aspire to having their decisions 
respected rather than to be popular. 
To make respected decisions means 
research and analysis by skilled and 
knowledgeable people. They must 
also be able to weigh and balance 
the competing interests of different 
groups who all have valid claims as 
to why they should not be the ones to 
pay. The issue is that they cannot all 
be right and someone has to make a 
decision that is in the public interest.
Where do independent economic 
regulators obtain their skilled staff; 
staff who can contribute to informed 
and balanced views on difficult 
matters? At this time there are no 
university courses that train people 
to be economic regulators. But they 
do produce accountants, lawyers, 
engineers and the like which provide 
a base to work from. Regulators have 
to assemble teams with various skills 
that, collectively, constitute the staff 
of an economic regulator. Typically 
the regulatory support staff comprises 
graduates in engineering, accounting, 
law, and economics. They then have 
to be trained, in-house, and on the 
job, to think like regulators. 
How do you acquire skills to suit your 
needs when there are no appropri-
ately skilled people available? 
When there is a shortage of training 

Building Capacity 
in Economic 
Regulation
by Rod Crompton, NERSA
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and education possibilities, South Afri-
cans are often quick to look overseas. 
NERSA does that too, but not only 
that. Good courses in economic regu-
lation are offered in Europe and North 
America and NERSA does send staff 
to such courses for training. How-
ever the ‘return on investment’ from 
sending staff overseas, within the 
constraints of the budget, is limited 
because NERSA can only afford to 
send a few individuals. A better ‘return 
on investment’ can be achieved by 
bringing a few international experts 
to South Africa to run courses so that 
a much larger number of people can 
be exposed to their views. We have 
done this successfully and when such 
courses are offered, NERSA also 
invites those that are regulated so that 
they can also be exposed to the latest 
developments in regulation. 

Apart from formal courses, there is, in 
my view, no substitute for on-the-job 
training. The highly skilled artisans 
and craftsmen of the past did not 
establish long apprenticeships for 
nothing. There were a lot of skills to 
impart in on-the-job training. 
However, the ‘regulatory business’ 
is a ‘knowledge business’ so ideas 
and intellectual development are 
important. Given the lack of formal 
training opportunities, we have tried 
to create our own to build the intel-
lectual capacity of individuals working 
in the regulatory environment. In 
the knowledge-intensive sectors, it 
is the skill and ability of individuals 
that underpin any successful entity. 
NERSA adopted the view that getting 
people to solve problems and to write 
down their ideas on paper would force 
them to think about the problems that 
they are considering and hopefully 
enable them to suggest solutions. We 
feel that this is a much better way of 
building genuine capacity than simply 
sending people to attend lectures.
NERSA also wanted a platform where 
key regulatory issues could be debat-
ed outside of the constraints of formal 
regulatory processes. We wanted to 
create interest in and promote debate 
about regulatory ideas with the objec-
tive of improved economic regulation.  
As an experiment and in order to 
provide some incentive to potential 

authors, NERSA sponsored a platform 
for authors to present their papers 
and promised to publish the papers. A 
variety of infrastructure regulation was 
targeted.

The call for papers was widely dis-
tributed. We targeted all economic 
regulators, employees of licensees, 
academics, students and other 
practitioners such as consultants 
and received a good response from 
across the range. Indeed there were 
so many that a few sessions had to 
be run in parallel in order to accom-
modate them all. There were even a 
number of presentations from interna-
tional experts that came to make their 
contributions at their own cost. Such 
is the level of interest in economic 
regulation in South Africa.

This all came together in the South 
African Economic Regulation Confer-
ence held from 21 to 22 August 2012. 
In line with our approach to general 
capacity building, attendance was 
free of charge. Within a few days of 
advertising, the conference was fully 
booked and we had to turn people 
away. Because it was our first time 
to experiment in this area, we were 
uncertain about what response there 
might be. The average attendance 
on each day was approximately 
130 people. Thirty different papers 
were presented. The papers were 
grouped around the theme ‘How can 
South Africa’s economic regulators 
contribute to cost-effective delivery 
of essential infrastructure in the face 
of key financial, social and environ-
mental imperatives?’ (the conference 
proceedings are available at http://
www.nersa.org.za).

There was much support from the 
participants for similar events in fu-
ture. NERSA’s internal review process 
came to a similar conclusion. Conse-
quently, we are planning to arrange 
a similar event in the first quarter of 
2014.

In parallel with these more public ef-
forts, NERSA is also building capacity 
on a number of other fronts.
However, not only the regulators 
require training; the regulated also 

need to be trained. In order for regula-
tion to work properly, those who are 
regulated also need to understand 
what they need to do and what is ex-
pected of them. Indeed, from a return 
on investment point of view, training 
the regulated yields high returns in 
time and effort saved. Many of our 
licensees have no idea how to apply 
for a tariff for their facilities, thus we 
provide training and tutoring on how 
to go about it. This is usually done on 
a one-on-one basis with the licensee 
in case commercially sensitive infor-
mation is involved.

NERSA hopes that with the contribu-
tion from these kinds of efforts, wise 
decisions will be made and that the 
future of South Africa’s infrastructure 
will be in safer hands. F
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MC Lamprecht
Shell Retailer Council Chairperson

Where Retailer or Dealer Councils 
play an important and constructive 
role in representing Retailers of a 
particular brand with their respective Oil 
Company, the Fuel Retailers Associ-
ation (FRA) not only play a vital role as 
Employers Organization in formalized 

Collective Bargaining processes and structures, but as Trade 
Association, play a crucial role in providing representative 
and other collective products and services to Fuel Retailing 
businesses with common interests.

The FRA is highly successful and effective in executing one of 
its main focuses by, as a representative body, putting forward 
the collective view and position of its members, generally 
to Government departments, agencies and regulators and 
also to the media and other opinion formers. In turn the FRA 
also adds great value in terms of efficiently disseminating 
messages about Government policy etc. to its members.
The Shell Retailer Council is proud to support, endorse 
and be associated with the Fuel Retailers Association and 
congratulate and thank them for the stellar work they do for 
Fuel Retailers in South Africa.

Frank Jason
Chairman Engen National Advisory Council. 

Warm greetings to all fuel retailers 
and members of the FRA. The last 
18 months with regard to Engen fuel 
retailers and the fuel retail industry 
has been one of change; notably 
the Regulatory Accounting System 

(RAS) coming into effect with a final implementation date of 
December 2013.

The  Engen network remains a pretty large one and some 
of the challenges that we have been facing are a massive 
internal restructuring, seamless fuel supplies and the intro-
duction of a national rollout of bakery business within every 
Engen service station.

Staff training has been embraced by Engen on a national 
basis as well as a huge focus on HSEQ. Our retailers have 
had to embrace all these initiatives as well as try to keep their 
businesses functional and viable.

A massive industry challenge for me personally is the huge 
bottom line erosion at retail level. This erosion is influenced 
by, amongst other issues, huge electricity price increases as 
well as an unstable fuel supply and credit card commissions.

RETAILERS’  vIEwS
At the time of writing this note the Engen National Advisory 
Council had not yet come to an agreement with Engen on 
RAS and the equitable sharing of the money available in 
terms of the new pricing structure. We hope that  before the 
implementation date this matter will have been put to bed.
Having served dealers for many years my best advice is that 
Dealers have to stand together as never before. To that end, 
I suggest that all dealers belong to the Dealer Organisation 
that act for the benefit of Dealers, such as the FRA. I feel that 
both Reggie Sibiya and Mike Motsoane deserve respect and 
thanks for the massive contribution to our retail industry in 
helping keep our businesses whole.

The Chevron Retailer Council 
The council has been very active during 
2012/2013 and the majority of the work 
has been dedicated to RAS interaction 
with Chevron. This has been a long 
and arduous task. RAS negotiations 
were made more difficult by the lack of 

regulation, its complexity and lack of clear guidelines.

FRA has been instrumental in assisting the RAS FDC in their 
deliberations with Chevron and Reggie also accompanied the 
Chevron delegation when we visited the DoE as part of our 
consultation process. The Council meets Chevron formally 
3 times per year but also have numerous sub-meetings with 
Chevron Management regularly to discuss current topics and 
strategy.
 
The Chevron Retailer Council took a decision in February this 
year that we will become a FRA aligned council and we are 
very excited to enhance our close working relation with the 
FRA. 

Danie Joubert
Chairman Total National Dealer Council

We, as Total National Dealer Council, 
have been active on various topics with 
Total SA during 2012/2013.  We have 
numerous sub-committee meetings with 
Total Management on current topics 
and work for a win-win situation for our 
dealers and Total.

At the moment we focus on RAS and negotiations are more 
difficult because of lack of clear guidelines from DOE. I want 
to thank Reggie Sibiya for the contribution he has made to our 
Fuel Retail Industry.

I also want to urge all the dealers to belong to the Dealer 
Organisations who support us as Dealers.
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Henry van der Merwe 
Chairperson of the Sasol NFRC

The Sasol National Franchisee Represen-
tative Council was resuscitated by Morgan 
Govindasami during 2012 and have grown in 
a short spate of time to a strong Council being 
supported by its Franchisees. The Council 
meets quarterly with Sasol and the Sasol 

delegation includes the MD of Sasol Oil, Mr Alan Cameron.

During the 2012/2013 period the Sasol NFRC is negotiating the RAS 
model with Sasol which is done in good spirit. Although we are close 
to an agreement the entrepreneurial margin is still an issue. Reggie 
Sibiya and MC Lamprecht assisted the Council when we needed 
guidance. The NFRC negotiated a 10 year lease renewal agreement 
with Sasol that we are proud of. The NFRC is in the process of negoti-
ating a new Franchise Agreement which incorporates the CPA and 
RAS and will be finalised by the end of 2013. The NFRC is assisting 
Sasol to stamp out fuel theft during deliveries which is a serious 
industry problem. We assisted franchisees to claim their losses and 
we are in the final phase of a formal procedure to claim losses.

Sasol was requested to initiate a medium and long term maintenance 
plan which they agreed to and you will see a revamped Sasol in the 
near future. The Sasol NFRC further took a decision that we will not 
support pre-priced packaging with low margins. Sasol has agreed not 
to list these products as we are a 24 hour service with high labour 
costs and we will not be dictated by tobacco companies on our selling 
price. We sincerely believe that we will be supported by all the other oil 
companies’ dealer councils.

The Sasol NFRC appreciates this opportunity to thank FRA  for their 
continued support and look forward to facing the challenges of the 
future together and we implore all franchisees to get involved.

Thabo Seretse
BP NEC Chairperson 

Historically, the BP Network has been a strong 
supporter of the FRA. We currently have the 
President of FRA who is a BP dealer and previ-
ously the Vice President of FRA  was a BP 
Dealer. Our realisation of the strength of this 
Association to the survival of our industry has 

always been there but never been realised more than in the implemen-
tation of RAS. In the past 12 months, BP and the BP NEC entered into 
negotiations on RAS. I cannot even imagine how we as dealers would 
have coped to enter such negotiations without the help of the FRA. 
I would also like to congratulate the BP CEO, Mr. Gerhard Derbesy 
for at least allowing the FRA to act as our consultant throughout this 
process. We also thank him for a wonderful Retailer Conference to try 
and bring the culture of win-win between retailers and BP. As much 
as there has been no agreement at the time of writing this message, 
as Retailers we are very grateful that we did not find ourselves in a 
situation where we had to sign agreements blindly with no insights 
which were afforded by the FRA throughout the process.
 
I also want to thank the BP RAS Team that worked with Reggie in 
trying to get a win-win solution and these are : Johan Thorien, Faizal 
Salajee, Phillip Van Schalkwyk, and Arthur Pillay. To every BP retailer 
who is a fence sitter, I want to say wake up and see the importance 
of supporting an organization that fights for your survival. You never 
negotiate your margin and its increases, you never negotiate your 
wages and what is actually left, the BP NEC is  there negotiating on 
your behalf. We need to start realising that it is only Unity that will 
sustain us and nothing else. Support and appreciate the work that is 
done by the Dealer Councils and the FRA.

There is a lot to offer that you may not know about. 
So, get to know the FRA and take advantage of the 
full benefits of being a member of the leading fuel 
retail industry body in Southern Africa.

You receive up-to-date information on fuel retail 
industry issues, services and individualised help 
on matters such as site and retail licenses or legal 
problems. In this magazine we elaborate on some 
benefits that come as a result of belonging to the 
Association. 

Visit www.fuelretailers.co.za for more details

Why be an 
FRA Member? 
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Many a times, in our industry and more so with the 
challenges we are facing with the implementation of 
the Regulatory Accounts System (RAS), you come 

across the word “Vertical integration”. While some take it as 
a business gimmick; others do have but only a slight idea of 
what it is. In any case, as an entrepreneur, you need to be 
aware about all the aspects of vertical integration. It is admit-
tedly a wider subject than this magazine can cover but the 
subject needs to be thrown on the debate table.

Let me start with a comment from an abstract by Fernado 
Barrera-Rey, which states: “When asked to rank industries by 
their degree of vertical integration, most people would agree 
that the oil industry should come top of the list”. So if our 
industry is on the top of the list it makes sense that we who 
are players and stakeholders in it should talk about the subject 
and continuously evaluate its advantages and its disadvan-
tages in relation to our regulatory framework in South Africa.

There are various definitions of vertical integration but I find 
this one from Wikipedia, the free encyclopedia more compre-
hensive:

In microeconomics and management, the term vertical 
integration describes a style of management control. Vertically 
integrated companies in a supply chain are united through 
a common owner. Usually each member of the supply chain 
produces a different product or (market-specific) service, 
and the products combine to satisfy a common need. It is 
contrasted with horizontal integration. Vertical integration has 
also described management styles that bring large portions 
of the supply chain not only under a common ownership, but 
also into one corporation (as in the 1920s when the Ford River 
Rouge Complex began making much of its own steel rather 
than buying it from suppliers).

Vertical integration is one method of avoiding the hold-up 
problem. A monopoly produced through vertical integration is 
called a vertical monopoly.

Three types
Vertical integration is the degree to which a firm owns its 
upstream suppliers and its downstream buyers. Contrary to 
horizontal integration, which is a consolidation of many firms 
that handle the same part of the production process, vertical 
integration is typified by one firm engaged in different parts of 
production (e.g. growing raw materials, manufacturing, trans-
porting, marketing, and/or retailing).

There are three varieties: backward (upstream) vertical 
integration, forward (downstream) vertical integration, 
and balanced (both upstream and downstream) vertical 
integration.
• A company exhibits backward vertical integration when 

it controls subsidiaries that produce some of the inputs 
used in the production of its products. For example, 
an automobile company may own a tyre company, a 
glass company, and a metal company. Control of these 
three subsidiaries is intended to create a stable supply 

of inputs and ensure a consistent quality in their final 
product. It was the main business approach of Ford 
and other car companies in the 1920s, who sought to 
minimize costs by integrating the production of cars 
and car parts as exemplified in the Ford River Rouge 
Complex.

• A company tends toward forward vertical integration 
when it controls distribution centers and retailers where 
its products are sold.

This definition goes further to make examples of vertical 
integration and here is one of such examples:

Oil industry 
Oil companies, both multinational (such as ExxonMobil, Royal 

vertical Integration
by Reggie Sibiya
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Dutch Shell, ConocoPhillips or BP) and national (e.g. 
Petronas) often adopt a vertically integrated structure. This 
means that they are active along the entire supply chain 
from locating deposits, drilling and extracting crude oil, 
transporting it around the world, refining it into petroleum 
products such as petrol/gasoline, to distributing the fuel to 

company-owned retail 
stations, for sale to 
consumers.

The key to the example 
above in relation to our 
problem as fuel retailers 
is the last part of the 
statement “distributing 
the fuel to company-
owned retail stations, 
for sale to consumers.

In the South African 
Oil Industry, there 
are between 60-70% 
company-owned retail 
stations and therefore 
we are a vertically 
integrated Fuel Retail 
Industry.

The fact that the 
wholesalers have been 
prohibited from owning 
a retail license but still 
own assets in the retail 
business has not at all 
addressed the problem 
of vertical integration.

The issue of vertical 
integration (also 
known as common 
ownership) has been 
a main focus of policy 
makers because of 
the possibility of anti-
competitive behaviors 
affiliated with market 
influence. For example, 
in United States v. 
Paramount Pictures, 
Inc., the Supreme 
Court ordered the five 
vertically integrated 

studios to sell off their theater chains and all trade practices 
were prohibited (United States v. Paramount Pictures, Inc., 
1948). 

In our own legislation that governs the oil industry one can 
argue strongly that the intentions of the policy makers of 
the Petroleum Products Act, at a point in time, were to deal 
with the effects of vertical integration in our value chain via 
different interventions.

In the Petroleum Products Acts, under “ Prohibitions of 
certain activities” , clause 2A5(a) states“ No person may 
make use of a business practice, method of trading, 
agreement, arrangement, scheme or understanding which 

is aimed at or would result in a licensed wholesaler holding a 
retail license except for training purposes………” .
Many people will submit that this clause has already 
addressed vertical integration in our industry. Now that we 
know the true definition of vertical integration, I do not have to 
convince the reader that this is far from the truth. 

The very business practice, method of trading, agreement, 
arrangement, scheme or understanding mentioned in 2A5 (a), 
only prevent the oil companies from operating the business 
(owning a retail license), and does not prevent them from 
owning the asset (service station).

Strangely enough, although oil companies are prohibited from 
operating the asset, they still want a profit from the operation 
of the asset (Entrepreneurial Compensation).

Vertical integration and profitability in the oil industry 
(Richard C. Levin)
Several economists have argued that considerations of 
efficiency in production and transactions favour vertical 
integration in the oil industry. Others maintain the vertical 
integration enhances market power. To simultaneously test 
the implications of both arguments, data are assembled on 
the structure and performance of a sample of the large U.S. 
companies over a twenty five year period. No support is 
found for the hypothesis that profit rates are increased by the 
degree of vertical integration between crude oil production 
and refining, but there is weak evidence that the variability 
of profits is reduced. The paper goes on to examine evolu-
tionary evidence, concluding that the present pattern of 
vertical integration was largely shaped by adaptations to 
unique circumstances during historical periods when vertical 
integration was temporarily favoured on efficiency grounds.

Conclusion 
There are internal and external (e.g. society-wide) gains and 
losses due to vertical integration and they differ according to 
the industries involved, roughly corresponding to the stages 
of the industry life cycle. The intention of this document is 
not necessarily to cover all of them but to highlight one key 
problem that we are facing with regards to implementing RAS 
in a vertically integrated environment (retail asset ownership) 
and some unintended consequences which directly or 
indirectly arise because of this structural design.

“ The fact that the whole-
salers have been prohibited 
from owning a retail 
license but still owns assets 
in the retail business has 
not at all addressed the 
problem of vertical integra-
tion.” 

F



Franchise operations account for around R300 billion of South Africa’s GDP, with 
retail fuel franchising being one of the major contributors towards the sector. This 
makes fuel retailing one of the most desirable sectors to operate in. It is, however, 

also a demanding sector which requires operators that are dedicated to mastering the 
many day-to-day requirements and tasks that ensure the delivery of a high level of cus-
tomer service. 

It is important for any business owner to have a partner with both financial strength and 
an expert understanding of the industry they are involved in, to provide support when 
it is needed. This can make all the difference in building and growing a business while 
enjoying the peace of mind that comes with knowing that you have the support you 
need, exactly when you need it.

Standard Bank has provided this expertise and support to its clients for more than 150 
years and has played a major role in helping develop and grow enterprises across the 
entire spectrum of South Africa’s business sector. This applies to the fuel sector too, 
where the bank has been active for many years and has developed a reputation for 
building long-lasting relationships with its partners, whether they are franchisors or 
franchisees.

“We have a proud record of helping aspirant fuel station owners to achieve their 
dreams,” says Simone Cooper, Head of Franchising at Standard Bank. 

“Our assistance covers all facets of building a business at the start up phase, and then 
standing by our customers as their ongoing requirements change.  We are able to assist 
in identifying the most appropriate financial services to help fund their business’ expan-
sion and growth.

“Many operators who have come to Standard Bank, initially seeking funding to buy a 
new or existing franchise site through our tailor-made, flexible-term lending packages, 
have remained with us over the years and return for assistance as it is required.”

Amongst the services typically requested are:

• Working capital in the form of overdrafts 
• Cash solutions for the acceptance and securing of cash including a range of auto 

safe devices 
• Card acquiring services for forecourts and convenience store use, designed to 

shorten service times
• Additional funding for expanding existing operations or for acquiring additional 

sites. 

The fuel retail sector - 
growing in partnership 
with Standard Bank



Meeting the many and varied needs of customers naturally requires an investment 
in an infrastructure that is designed to meet requirements as speedily and profes-
sionally as possible.

It is a commitment to ensuring that expected levels of service are maintained that 
has seen the Standard Bank Franchise offering structured to help its customers 
through a single point of contact. 

The key to its streamlined service offering is that services are built around a spe-
cialised management concept in which each business is allocated a relationship 
manager. The role of this manager is to constantly monitor the businesses they 
work with and identify potential challenges that can affect the business or delay 
payment obligations.

The relationship manager is also empowered to assist customers by accessing 
expertise within the bank to help meet customers’ business objectives. This usually 
encompasses accessing the skills and financial experts to structure solutions for 
the customer concerned.

It is often said that true economic growth in South Africa will not be achieved 
through big business, but through fostering small to medium-sized businesses 
which offer employment opportunities. The franchise section of this sector is a vital 
component of the economy.

“The figures speak for themselves,” says Ms Cooper, who points out that of all 
franchise operations in South Africa, 80% have originated within South Africa and 
operate through 550 different systems across different sectors.

“Their importance to the economy is outlined in statistics which show that fran-
chise operations contribute significantly to the nation’s GDP through 30 000 out-
lets that employ more than 478 000 people in 17 sectors of the economy.

“We are committed to the franchise sector. We will continue to serve it by provid-
ing products and services that will help it grow and prosper to the benefit of all 
involved.”

Simone Cooper
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The operationalisation of the 
Petroleum Products Amendment 
Act of 2003 and the introduc-

tion of the Regulatory Accounts System 
were hailed by fuel retailers as major 
strides towards the protection of the 
vulnerable retailing sector. Licensing 
was introduced to save potential 
service station owners from purchase 
of unviable service stations through the 
inclusion of the NPV calculation in the 
licensing system. Licensing has partially 
stopped the introduction of a franchising 
system that would have effectively 
rendered some retailers de facto service 
station managers in what is known as  
company owned, company operated 
(COCO) service stations.

The South African retail fuel industry 
has an undisputed role in the economic 
development of South Africa due to the 
number of Small and Medium Sized 
Enterprises (SMME) involved as well as 
the number of people employed both 
directly and indirectly in the industry.

The industry can and does play a 
meaningful role in job creation, entre-
preneurial development, economic 
growth, local economic development & 
economic empowerment.

Security of supply
The key objective of the Petroleum 
Products Act is ensuring availability 
of liquid fuels in all corners of South 
Africa. The only way that the supply of 
liquid fuels can be assured is through 
ensuring the sustainability of the 
retailing sector, which presents the 
direct interface with the majority of the 
liquid fuels consumers, including on 
road commercial consumers.

Prohibitions 
As per the policy aspirations espoused 
in the 1998 White Paper on Energy 
(EWP) that “legislation will be introduced 
to secure full service and the retail 

sector for small business”, Sections 2 A 
(5) (a) and (b) were included in the Act. 
It was always understood that the prohi-
bition alone would not achieve the policy 
objective of SMME development in the 
petroleum sector and that the pricing 
methodology would have to be reviewed 
to support that policy aspiration. The 
MPAR pricing methodology was incon-
gruent with this objective and hence the 
introduction of RAS, which was intended 
to separate wholesaling assets from 
retailing assets.

The Challenge
The expected benefits of the changes to 
the pricing system have not fully flowed 
through to the intended beneficiaries.
The oil companies are still benefitting 
and look set to continue to benefit from 
the sector that was intended for the 
small and medium enterprises; the retail 
sector. Wholesalers, both emerging 
and established, are enjoying profits 
from the retailing sector, almost in 
direct contravention of the intentions 
of Section 2 A (5) (a) of the Petroleum 
Products Act of 1977 (as amended) (the 
Act).

We believe that challenges besetting the 
liquid fuels sector are a direct product 
of vertically integrated wholesaling and 
retailing in terms of asset ownership. 
The EWP advocated for a liberalised 
liquid fuels industry but recognised that 
the liberalisation process would need to 
go through a number of phases before 
the industry can be finally liberalised. 
The South African liberalisation process 
sets out to unravel the industry’s 
“Gordian Knot” and seeks to achieve the 
following objectives:

The objectives of the resultant 
Petroleum Products Amendment Act 
include inter alia the following:
• Encouraging appropriate invest-

ments and returns to every 
activity in the petroleum sector;

• The creation of employment oppor-
tunities and the development of 
small businesses in the petroleum 
sector (preservation of retailing 
activities for small and medium 
businesses);

• Empowerment of historically disad-
vantaged South Africans through 
creation of an environment where 
they can have true empowerment 
i.e. ownership not managers of 
businesses.

Appropriate Investments 
Encouraging appropriate investments 
in a vertically integrated activity is a 
major challenge and has become the 
stumbling block of “no progress” in 
the implementation of the RAS Model. 
A retailer who comes and invest 
substantial amount of money in buying 
a business to operate a company-
owned service station (asset) expects 
a return for such an investment. Before 
introduction of RAS, such a return 
was always there and it was called the 
Entrepreneurial Compensation. This 
return was based on the proviso that 
in running a business of our nature, 
out of the total business revenues, 
80% should go towards covering for 
expenses and 20% towards a return on 
investment. Company-owned, Retailer- 
operated (CORO) service stations 
have survived because this element 
(Entrepreneurial Compensation) has 
always been included in the retail 

The Regulatory Accounts 
System (RAS)
The Challenges of Vertical Integration in 
the Implementation of RAS

“This is one of the significant 
changes in the history of our 
industry. The outcomes of Task 
141 can either enhance the sur-
vival of fuel retailing or threaten 
the future survival of service 
stations in South Africa” 

- Forecourt Times, 2010

by Reggie Sibiya
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margin. After paying the rental and all 
the other expenses the Entrepreneurial 
Compensation (EC) almost remained 
whole, save for attack by other unregu-
lated costs driven by rising pump prices. 
The message here is that even what 
has been allocated by the regulator for 
this portion (EC) is not fully recovered 
because of other outside factors and the 
last thing one expects is to be sharing 
this portion further with other players. 

For a RORO (Retailer-owned,Retailer-
operated) site the “old system” ensured 
that the operator (whether owner of 
assets or not) also enjoyed the return 
for operating the asset (EC). This is 
crucial as in some RORO arrange-
ments the holding company (owner 
of assets) has a separate legal entity 
from the operating company (company 
that operates the assets). Typically 
the holding company will deal with the 
oil company for a return on assets via 
a head lease agreement whilst the 
operating company will have a supply 
arrangement with the oil company. 
Again this arrangement ensured that 
the activities of owning an asset are 
separated from those of operating and 
running the business.
 
Now when RAS came into the fore it 
sought to take away a return for retail 
assets from the wholesale margin into 
the retail activity via the retail margin. It 
also eliminated the double dipping effect 
in that it splits the retail margin into 
two major portions: Opex and Investor 
Return.

After having calculated the numbers 
for the two portions using CAPM and 
WACC for the Investor return and the 
cost recovery model for Opex, the 
effects of vertically integrated asset 
ownership came into play. Firstly it 
became apparent that in a CORO 
where oil companies own assets, 
cost recovery for things like Repairs 
and Maintenance for pump and tanks 
were due to the owner of such assets. 
Running parallel to this realisation was 
the fact that on the Investor Return, 
the similar challenge existed where 
the return had to take into account that 
there is someone who owns the asset 
and someone who operates the assets 
for that return to be fully realised. The 
argument was logic, without an operator, 
the asset (service station) cannot realise 
the return. 

The retailers fought tirelessly, stating 
that now that the new Opex base carries 
no rental provision, and no Entrepre-
neurial Compensation, the system 

would close down all CORO service 
stations or by default change them 
to businesses operated by glorified 
managers. The vertical integrated 
bias of ownership favoured the oil 
company and completely excluded 
the other investor. We are grateful 
that the Regulator came to our rescue 
and pointed out the fact that the asset 
cannot bring the return without the 
operator and therefore the return for 
operating the asset has to come from 
the total investor portion. Maybe a 
pause is required again here. Picture it, 
if there was no vertical integration, this 
split would not even be an issue at all 
because the retailers would be owning 
and operating the assets. Though the 
RAS model was built around a retailer 
who owns and operate the service 
station, the reality out there is that there 
are few service stations currently like 
that in the industry. Even what we call 

two investors co-existing on the same 
activity.

To then deal with accommodating 
this vertical integrated activity, a key 
principle was developed and agreed by 
all the parties and this principle states” 
whoever owns the asset gets the return 
for it, and whoever incurs the expense, 
gets the remuneration for it as per the 
RAS Matrix values on a list of assets 
and expenses”. It must be noted that 
this principle was developed after clear 
definitions of what constitute the return 
on assets as explained above {Total 
Investor Margin less the Operator 
Margin(EC)}  

The argument for the Entrepreneurial 
Margin
The argument for EC is purely based 
on its need to sustain the return on 
investment by the retailer and thus 

RORO sites, there is still an element of 
vertical integration where oil companies 
still own pumps and tanks. It then 
became the role of the regulator (with 
the assistance of the RAS Technical 
Team) to give direction as to how can 
this model be applied in this vertically 
integrated environment. Out of these 
debates and discussions the following 
outcomes in our view were accepted at 
the time and they made sense.

The investor margin must accommodate 
both the ownership and operation of the 
asset. It was also established that two 
risk elements within the CAPM, gave a 
return closer to the one that was used 
to calculate the Entrepreneurial Margin 
in the “old system”. These two elements 
in the CAPM (small stock premium and 
the marketability adjustment) were then 
earmarked as the basis for calculating 
the return for the Operator of the asset 
and the balance will accrue to the 
Owner of the asset. Well call it Entrepre-
neurial Margin or Operator Margin; this 
is how it was landed to accommodate 
our current environment where you have 

the sustainability of the retail network 
made up of SMMEs. We have argued 
and proved that the existence of such 
a return cannot be seen in relation to 
other investor’s aspirations.

We believe that the RAS Model now 
separates all activities including the 
activity of an operator. In essence 
the introduction of wholesale and 
retail licenses recognised exactly 
this; a wholesaler cannot be a retailer 
(operator) at the same time. A whole-
saler cannot claim its return from an 
operators return.

We also believe that each activity 
within the whole value chain must be 
accounted for in terms of under recov-
eries via the regulator. The regulator 
has opened such a door but as stated 
in the earlier article, vertical integration 
motivates for the easiest path of resis-
tance. If I cannot recover what I want 
from one area of the value chain, I will 
recover it somewhere along the chain 
and inevitably, the retailer investment 
return becomes the easy target.

“We believe that the RAS Model now separates 
all activities including the activity of an operator. 
In essence the introduction of wholesale and 
retail licenses recognised exactly this; a wholealser 
cannot be a retailer (operator) at the same time. 
A wholesaler cannot claim its return from an 
operators return.”
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We have also demonstrated that this 
return is applicable even in a RORO 
environment where there is a tripartite 
arrangement between the holding 
company, the operating company and 
the oil company.

In a RAS matrix asset values the 
Entrepreneurial Compensation must be 
excluded or separated when working 
out values for asset ownership. 

Arguments claiming investments across 
the service station i.e. on shops and 
claiming all return from one product 
category (fuel), we believe are flawed. 
Retailers are already paying back for 
investment in other alternate profit 
centres via the Royalties which are 
based on turnover.  So every profit 
centre has its unique return calcu-
lation and no product category should 
subsidise the other and each product 
category should have a fair return on 
investment for the retailer as well.

Fuel Retailing industry sustainability
It was clear that the sustainability of 
the retail sector could only be achieved 
through a system of interrelated sets 
of actions, involving 1) changes to the 

A guaranteed return on these retailing 
assets, which MPAR provided, did not 
offer incentives for appropriate levels of 
investments on retail sites and promoted 
uneconomic investments in retail service 
stations. This is now an unintended 
consequence which we have to live 
with and manage and ensure it is not 
recovered via the operator’s return.

However the benefits of RAS are such 
that the decisions on the appropri-
ateness of making investments and the 
level of investments are placed solely 
in the hands of the investor; it provides 
the correct investment message to 
the industry without infringing on 
the property rights of persons; the 
idea is that levels of investment that 
can be carried by a retail margin are 
known up-front; non-profitable or over 
capitalised service stations will be 
exposed, opening up opportunities for 
purchase of the business out for its 
true value – value based on the service 
station’s earning capacity. 

Impact of RAS on Goodwill
The promotion of efficient retail network 
developments through elimination of 
gold plating will ensure that efficient 

the Regulator but for now this is what 
we have and agreed to implement as 
industry stakeholders represented in the 
RAS Technical Team. 

I always caution though that  so long as 
the mother pig (cause) is sitting unchal-
lenged in the hut and we are busy trying 
to deal with the piglets (problems which 
are borne by the cause), the problems     
(piglets making unbearable noise in our 
ears) will just not go away. To deal effec-
tively with the problems, take the mother 
pig (cause) out of the system and the 
piglets will follow suit i.e. disappear with 
the mother (vertical integration).

Where are we with the implemen-
tation?
RAS has resulted in the proper isolation 
of profits relating to retailing from the 
wholesale margin but some whole-
salers, through unfair contracting 
practices, are still incorrectly enjoying 
this profit, in direct contradiction of the 
intentions of  Section 2A(5)(a) of the 
Act. Retailers believe that wholesalers, 
through rental charges and franchising 
agreements not in line with RAS Model, 
are in fact directly benefitting from the 
retailers profit margin. Retailers believe 
that profits accruing to wholesalers 
from retailers profit share are nothing 
but a “business practice, method of 
trading, agreement, arrangement, 
scheme or understanding which is 
aimed at or would result in a licensed 
wholesaler not holding a retail 
licence BUT still having a share on 
the retailer’s profit margin. 

Though retailers fought hard during 
planning stages of RAS to have their 
profit share recognised, some whole-
salers have unashamedly stated that 
they will continue to claw from this profit 
share via rentals and or wholesale 
invoice price once the full retailer margin 
has been apportioned to the retailer. 
This behaviour is being experienced 
even in the interim phase as most of 
them have not adjusted their rentals to 
accommodate the structure of the RAS 
Model.

The argument that the elements of the 
retailer margin are not regulated speaks 
directly against the very principle which 
was agreed by all parties that whoever 
owns the asset gets the return and the 
fact that RAS is an activity based model. 
The spirit of RAS is what informed the 
basis on the engagement process right 
from its inception.

pricing system, 2) a well-considered 
licensing system and 3) legislated prohi-
bitions. It is important to understand 
that success with the transformation of 
the retailing sector is dependent on the 
success of each element of the system, 
if one element fails, all fail.
Independent retailers could not access 
a “return” on retail assets which was 
captured in the wholesale margin and 
were therefore, handicapped by the 
inappropriate inclusion of retail assets in 
the wholesale margin.

Each site should ideally be justified on 
its own merit and only be financed from 
the cash flows that it generates. MPAR 
returns offered an additional source 
of income which, when combined with 
rental income, could quite easily render 
an uneconomic site rather desirable 
from an oil company’s point of view. 

investments are made in the retailing 
network. The approach will ensure that 
correct “key money” and “goodwill” is 
paid thus offering a better chance for 
survival of new entrants.

The current overcapitalisation cannot be 
easily reversed but the RAS approach 
will not necessarily result in site closures 
however, it should, at least, place 
correct values to each site; and
Use of Capital Asset Pricing Mechanism 
(CAPM) to determine the required 
return on equity has proved to be a very 
difficult methodology to apply in a verti-
cally integrated market but one must 
note that the key major milestone is not 
CAPM but RAS (Regulatory Accounts 
System) which tries to deal with issues 
of vertical integration. CAPM can always 
be revised or replaced by another 
pricing mechanism as determined by 

“Arguments claiming investments across the service 
station i.e. on shops and claiming all return from 
one product category (fuel), we believe are flawed. 
Retailers are already paying back for investment in 
other alternate profit centres via the Royalties which 
are based on turnover.”



maintenance and enforcement of 
adequate health, safety and environ-
mental standards translated in part 
to the amendment of the Petroleum 
Products Act.

Retailers are calling the custodian of 
the industry, the Department of Energy 
(DOE), to propose and implement 
measures within the Regulatory 
Accounts System (RAS) in an attempt to 
“level the playing fields” and in so doing 
protect the fuel retail industry.

Level playing field
From Wikipedia, the free encyclopedia

A level playing field is a concept about 
fairness, not that each player has an 
equal chance to succeed, but that they 
all play by the same set of rules. A 
metaphorical playing field is said to be 
level if no external interference affects 
the ability of the players to compete 
fairly. Government regulations tend 
to provide such fairness, since all 
participants must abide by the same 
rules. 

In conclusion, it is the level playing field 
that retailers are seeking. Every investor 
is a player in the field and we call for 
the Government to intervene to provide  
fairness. F

Proposed way forward
Retailers believe that Petroleum 
Products Act provides the necessary 
tools to change the lives of retailers 
positively but the Act needs to be fully 
implemented, including enforcement of 
all prohibitions provided for in the Act. 
Section 2(1)(c) of the Petroleum 
Products Act states that the “Minister 
may, by regulation or by notice in 
writing served on any person whether 
personally or by post, and any person 
authorized thereto by the Minister, by 
such notice so served- prescribe the 
price, or a maximum or minimum price, 
at which any petroleum product may 
be sold or bought by any person, and 
conditions under which the selling or 
buying of petroleum products, other 
than in accordance with the prescribed, 
maximum or minimum price may take 
place.”

Although the Minister, directly 
and indirectly, sets margins that 
are levied on petroleum products, 
specifically on petrol sold at a site, 
the margins are themselves not 
controlled. This means that, in actual 
fact, a wholesaler can sell fuel to 
a retailer or any other buyer at a 
price higher than the wholesale list 
price, thus enhancing any kind of 
unfair and unreasonable contractual 

practices to claw back whatever they 
feel it’s theirs.

To give effect to the prohibitions 
envisaged in the Petroleum Products 
Act and ensure the continued 
viability of service stations without 
placing undue pressure on retailer 
margins, it is proposed by the FRA 
that the Minister regulates maximum 
wholesale prices over and above 
controlling the retail prices. The 
control of wholesale list prices will 
ensure that wholesalers do not end up 
enjoying profits from retail margin, at 
the expense of retailers. Regulating the 
selling price and NOT the wholesale 
price has always been a major problem 
as at the end of the day, the retailer 
margins are squeezed. The Retailer 
cannot move the price up to maintain 
the margin after the wholesaler has 
moved the wholesale price.  We are 
experiencing this dilemma right now 
on LPGAS and it will soon land on 
Petrol with the implementation of RAS 
in it current format. As fuel retailers, 
we only rely on the regulator and the 
necessary legislation to give effect to 
the cornerstones of government policy 
including the protection of “full service” 
and the equitable participation of small 
businesses in its industry (prohibition 
of vertical integration) as well as the 
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M: Good afternoon 
Kedi and thank you 
for seeing me and 
for the opportunity 
to interview you.
K: Good afternoon. 
It is only a pleasure 

M: Just to get right 
into it please tell 
me a little bit about 
yourself – who you 
are and what you 
do?
K: My name is 
Kedisaletse Baloyi 
and I run and own 
this Total Garage 
Darras Centre. 
My day to day 
operation is running 

this petrol station.

M: What is your background and most 
importantly how did you end up in fuel 
retailing?
K: Interestingly I studied finance at the 
University of the North and I completed 
a B.Com Accounting degree. Thereafter, 
I did a diploma in Education. My first job 
was with Eskom at Matimba in Ellisras 
but because I was a temporary work I 
left and went into teaching since I had 
qualifications in teaching.  

M: So you moved from company books 
to school books?
K: You know before I went to teaching 
I had already been applying at 
various companies, so I only stayed in 
teaching for a week as I soon received 
a message that a company called 
National Sorghum Breweries called for 
me to come for an interview.

A week in teaching and I was already 
asking for a day off from the principal; 
that was something. I had to go back a 

week later to the principal and tell him 
that I was leaving.

M: Wow     
K: So I worked for NSB and then went 
back to Eskom. I also worked for Water 
and Sanitation Services Company. 
While working at Water and Sanitation 
Services I got exposed to construction 
which I became interested in – so I 
started my own construction business. 
Starting a business was rough but late 
payment by government was the most 
difficult thing.  

M: Eish……..so non-payment was the 
big challenge?
K: Yes, and even when I did con-
struction later the problem was still the 
same. You would go for 90 days without 
being paid. So I thought to myself that 
I need something that will generate 
cash on a daily basis. Fortunately, while 
reading the Sunday newspaper I saw 
this opportunity of an empowerment 
scheme by Total and I applied. The rest 
is history.

M: How long have you been in this 
business? 
K: It has been four years now going onto 
my fifth.

M: Oh, that has been an interesting 
journey. I understand that you took part 
in an interesting training program not 
too long ago. What is the name of the 
program and what is it about exactly?
K: When I was doing an in-Seta transfer 
from the Services Seta to Wholesale 
and Retail Seta I saw an advertisement 
that promoted a program called the 
International Leadership Development 
Program (ILDP), which is a program for 
people in retail run by the W&RSeta in 
conjunction with the Gordon Institute of 
Business Science (GIBS). The first time 
I applied I was turned down but when 

I applied for the second 
time last year I was suc-
cessful.

The program is about giving skills to people 
in senior management. The objective is to 
ensure that there is transformation in the 
wholesale and retail sector by preparing 
people for promotion in their respective com-
panies. 

M: How is the program structured?
K: One attends lectures at GIBS for one week 
in a month and there are exams to write. You 
get divided into syndicate groups and get 
given a topic that you have to research and 
write a thesis on. The program has an interna-
tional leg as well where you visit other coun-
tries for three weeks. We were divided into 
two groups and one group went to Europe 
and our group went to Asia. We visited coun-
tries like China (Beijing and Shanghai) and 
India (Mumbai).

M: Since there is an international leg as well, 
how long is the program then?
K: We started last year in July and we 
graduated this year in March so the program 
takes about nine to ten months.

M: You spoke about being given topics, what 
topic was your group given? 
K: Our topic was ‘streamlining the supply 
chain’.

M: And what is covered in the program?
K: Some of what is covered included things 
like Financial Management, Strategic 
Thinking, Innovation, and Business and 
Economic Landscape. It is more like an MBA 
but it focuses on leadership whilst an MBA 
focuses on Administration. It is an NQF level 
seven qualification which is equivalent to an 
honours level. One can do Masters in Retail 
after the program.

M: What are the requirements for one to be 
part of the program?
K: The requirements are mainly to be a 
person who is in senior leadership or have the 
potential to progress to senior leadership. 

M: So there is no previous level of qualifi-
cation that is required?   

Kedisaletse Baloyi 
Total Dealer and FRA Member

Experience is the best 
teacher and this Asso-

ciation (FRA) is about 
sharing such experi-

ences with its members. 
One of the things we 
value is the training 

and development op-
portunities for our staff 
and retailers. So, if you 
are a new retailer and 

would like to learn, 
read what Kedi has 
to share in an inter-

view with Mpumi of 
Gosiame Marketing & 
Projects. Kedi was one 
of the two FRA mem-
bers who graduated in 
the recent W&R SETA 

ILDP
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K: No, as long as you pass the interviews and the assessment tests you 
can be part of the program.

M: I understand that there is something called Insights Report. What is that 
about?
K: Insights Report is a very interesting exercise and has to do with iden-
tifying the type of leader that one is by answering various questions. The 
type of leadership style is then expressed in colours. It tells you what your 
mix of leadership character is. 

We also had to give questionnaires to close friends and family which also 
confirm the type of a leader a person is.

M: How has knowing the type of leader you are helped you?
K: It helps in clarifying a person’s strengths and limitations. With this 
knowledge one can focus on improving their strengths and becoming 
more effective. It has also helped in my business in knowing how to 
build a team and recognise my employees’ strengths and limitations 
which then enables me to maximise on their strength.

M: What has been the end result of that?  
K: It has helped me not to micro manage which has taken some of 
the work off my shoulders.  

M: Is it affecting the bottom line?
K: It affects the employees’ rendering of customer service which has a 
direct impact on the bottom line.

M: The international leg is called the International Immersion, what 
happens in the international immersion?
K: We spent a whole week at SIPS which is a University in Shanghai 
and were lectured in Supply Chain Management. We had an opportunity 
to observe how other countries are different from us in terms of service, 
infrastructure, entrepreneurship, government involvement, leadership and 
politics. We also did company visits. We took pointers on what other coun-
tries do well that which is applicable to us. 

M: How has this impacted your business?
K: Being in China emphasised the importance of education. I am 
now making sure that my employees get trained by becoming 
involved in the W&RSeta voucher program for training. I am 
also encouraging them to study.   

M: Lastly there is a Creative and Innovation module. 
How does it work and what is it?
K: Well the module is about the six thinking heads 
and teaches one how to think differently and how to 
problem solve.

M: Anything else that you would like to say 
regarding the training program?
K: Well I would like to thank the W&R SETA for 
this opportunity. What they are doing is great. 
They have trained a 120 people to date and 
I believe that will have the desired effect in 
terms of transformation.

M: Thank you very much for your time 
and all the best with your business.
K: Thank you

Interview

F
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we have witnessed the occasional hiccup in labour 
stability in the last year, but the Motor Industry has 
not been wracked by disturbances evident in other 

economic sectors.  

MIBCO is the Bargaining Council whose mission is to create 
and maintain industrial peace and stability in the Motor 
Industry, which is inclusive of the fuel sector.  It provides a 
forum and facilities for collective bargaining on wage and 
working conditions at industry level.

As MIBCO enters the negotiating season in 2013, it is 
important to recap on the 2010 collective bargaining process. 
In that year, the dispute ended in industrial action, which led 
to the parties agreeing to develop a new bargaining model by 
September 2011. This process was facilitated by the CCMA, 
whose facilitation could be extended at the behest of the 
parties.

The process was managed by the Motor Industry Policy 
Forum of which three working groups were established:
• Bargaining Model;
• Chapter III; and
• Tri-partite Forum (which specialised in the fuel sector).

Although progress was made in the development of the new 
Bargaining Model, progress was not substantial. The parties 
agreed that a Collective Bargaining Model needed to be 
re-engineered. There were other conclusions made by the 
CCMA.

Regarding the Tri-partite Forum under the auspices of the IPF, 
matters finalised are that:

• All Labour Brokers have been phased out and there 
should be no such activity in the Fuel/Filling Station 
Sector. All complaints in this regard are dealt with 
through the MIBCO Inspectorate;

• Due to insufficient data (outdated or no data at all), the 
forum was unable to ascertain what could be regarded 
as an acceptable minimum living wage. With reference to 
cashiers; no conclusion was reached on the job grading 
of this position.

• On hours of work, the MIBCO survey revealed a huge 
need for diversity in the Fuel/Filling Station Sector; and

• Regarding shift allowances, the process was not 
completed due to lack of data research capacity.

Update on 
MIBCO Wage 
Negotiations Tom Mkhwanazi

General Secretary, MIBCO
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As a result, no recommendations were made to the 
Department of Energy and these matters will, therefore, be 
referred to the negotiations this year.

With collective bargaining under attack by the Confed-
eration of Associations in the Private Employment Sector 
(CAPES) and the Free Market Foundation, all parties to the 
council have agreed that the extension of the agreement to 
non-parties is not negotiable.

As a result, MIBCO formulated a consultation procedure to 
consult with non-parties before the negotiation process.

As you are aware the Minister extends the agreement, 
provided she is satisfied that all requirements of section 32 of 
the LRA are met.

For the Fuel/Filling Station Sector, the FRA proposal for the 
peace clause to protect the sectors that have concluded most 

of the agreement if the other sectors advance to industrial 
action, will be referred to the negotiations.

Should there be no agreement, the dispute resolution process 
will take its course but the parties have committed to the 
process within the ambit of the MIBCO Constitution.

The parties have in the past risen above all challenges and 
have been able to reach agreement -- the current three-year 
agreement bears testimony to that.

Bearing in mind all the challenges outlined, the degree of 
success of the negotiations this year will depend on how well 
the parties to the council address various issues within the 
industrial relations environment i.e. mainly the  economic and 
socio-economic conditions as well as the level of under-
standing and the capacity therefore.

I am confident this can be achieved by all parties.

FRA Team get together for MIBCO AGM 2012

F
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Collective 
Bargaining 
Challenges and 
Labour Law

The 2013 collective bargaining round takes place in a 
context of legal challenges to extension of collective 
agreements and where the methods used to pursue 

demands, especially nonprocedural action and the use of 
violence, is bringing collective bargaining into disrepute.

The economic context is one where South Africa is experi-
encing a period of sluggish growth with GDP expected to be 
at 2.7 percent in 2013.  There is also a continuing crisis of 
unemployment that, combined with slow growth, suggests that 
we have not really recovered fully from the recession of 2009.  
The share of wages of GDP has also experienced a steady 
decline thereby feeding poverty and inequality in society.  

All the evidence points to a tough year, with slow growth and 
difficult conditions putting pressure on business and higher 
costs of living placing pressure on wages.  There are real 
dilemmas on both sides of the table.

Consequently, the 2013 bargaining season is going to be 
especially important in showing that bargaining is still the best 
way of bridging differences between business and labour, or 
if we have another season of conflict and violence, in further 
undermining the legitimacy of collective bargaining.

Many of the real challenges that confront collective bargaining 
however, lie behind the figures. There now seems to be 
widespread agreement that our industrial relations system is 
experiencing severe stress in a number of areas.  The most 
commonly identified problem areas are the following:

1. Increasing industrial conflict;  

2. Institutional issues to do with our collective bargaining 
structure, in particular, the flexibility or lack of flexibility of 
collective agreements and their implementation.

3. Challenges associated with compliance with labour law 
and collective agreements.

The proposed amendments to the Labour Relations Act and 
the Basic Conditions of Employment Act that are currently 
before Parliament will hopefully contribute to addressing some 
of the challenges facing collective bargaining.  A few relevant 
amendments are:

• An amendment to section 150 of the LRA will empower 
the CCMA to appoint a commissioner to attempt to 
resolve a dispute even where there is no request.

• Bargaining councils will be required to deal with applica-
tions for exemptions  within specified time periods and 
appeals will also have to be dealt with as expeditiously 
as possible;

• The mechanisms for enforcing arbitration awards are 
streamlined through amendments to section 143 of the 
LRA. These will simplify and expedite the enforcement of 
arbitration awards by the CCMA and bargaining councils.  

There are many other ways in which the parties need to begin 
addressing the challenges that are currently manifesting 
themselves in the industrial relations arena.  While improve-
ments to the legal framework may contribute, there is nothing 
fundamentally wrong with the LRA. The law needs improved 
implementation by all concerned.  

Let’s rather go back to basics and, in this case, let’s revisit the 
possibilities that collective bargaining offers.  Through creative 
approaches to negotiations, it should be possible to achieve 
much more via collective agreements.  We need champions, 
we need good practice and we need agreements that provide 
effective regulation of conditions in a sector in a way that 
meets the interests of both employers and workers.  

Ian Macun 
Department of Labour

F



Forecourt Staff 
Learnership Programme

FRA has taken steps to ensure that forecourt staff receive not only quantity 
but also quality training. We have been busy delivering a learnership and a 
skills development programme. 

It is with this training objective, amongst many, in mind that FRA continues to 
strengthen the relationship with W&R SETA, currently engaging them on the 
concept of fuel retailers training academy. We believe we 
can, together, contribute to the improvement of training 
both retailers and the forecourt staff in line with the new 
seta F.E.T. colleges’ partnerships.

Photo Gallery





Board MeetingGallery Jo’burg AGM
Meeting
A call for unity. Mr. Motsoane opened up his speech by 

emphasising the need for retailers to join hands and 
be united in fighting the course for our future survival 

and success.

The journey travelled by the Association has been long but 
the road ahead is even longer. The survival and sustainabil-
ity of the industry (Fuel Retailing Sector) is under tremen-
dous pressure from all angles. Unity is our only strength.  



Dome 
Imbizo

Retailers gathered together to 
discuss ongoing fuel shortages on 

3rd August 2011Jo’burg AGM
Meeting



Gallery

Key Messages
* Organisation showing phenomenal growth in membership
* Finances stronger than ever
* Board driving governance
* Regional structures becoming more robust
* Unity in action

Pretoria
AGM Meeting





Gallery

Cape Town AGM 
Meeting Special thanks to Moto Health Care for their awareness cam-

paign for good health. We need to ensure that our health is 
also covered when the unexpected happens. FRA encour-

ages all its members to support the industry medical aid scheme 
which is taking care of our own

Retailers were given an opportunity to check their basic health 
indicators (sugar, cholesterol and blood pressure)



Wage Negotiations 
Roadshow



Durban 
AGM Meeting

Photo Gallery
Burning Issues - Discussion over and above 
AGM matters in all regions
* Credit cards
* Regulatory Accounts System
* Double debits
* Importance of recognition of retailers by oil companies





Nelspruit

Other Regional AGM Meetings

Polokwane

FRA is an organisation that oper-
ates even at grassroot level as 
it values the importance of rep-

resentation of its members across all 
regions.

It is able to fulfil such aspiration via 
annual regional AGMs and regular 
Roadshow.



Port Elizabeth

East London

Witbank



North West

Bloemfontein



Fuel Retailers Association takes delight in informing the fuel retail 
sector of the pending Annual Conference that is currently at the 
plenary phase. 

The plan is to hold the conference in the 2nd or 3rd quarter 
of 2014 and it will carry and emphasize the call for a 
united front from the sector underpinned by the theme 
‘Unity – an imperative in preparing for change for 
future success”.

The objective of the conference would be the highlight-
ing of and discussions around the macro environmental 
changes that are taking place in the petroleum industry. 
Moreover, the conference will also cover fuel retailer operational 
issues and their impact on the day to day running of the business.    

We believe that the difference with this conference is that it is organised 
by fuel retailers for fuel retailers.

We are planning to invite prolific speakers who are experts in various 
pertinent topics; amongst them being the Minister of Energy.

We are making an extra effort to encourage suppliers to the 
event and we are aiming to attract a number of suppliers to the 
trade show.

In addition to the formal part of the conference we will have 
an informal dinner and entertainment. 

FRA believes that it is important to take a few days in the 
year, without the everyday demands of fuel retailing, to criti-
cally look at the sector so that we are not caught off guard 
with dire consequences to the sustainability of our busi-
nesses.   

Please be on the lookout for the communiqué regarding the 
conference and we trust you will join us to immerse yourself in the 
topical issues that face our industry and share your opinions about the 
industry. United we stand, divided we fall. 

Elizabeth Dipuo Peters
Minister of Energy
South Africa
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Mike Motsoane is the President of the SA Fuel 
Retailers Association (FRA) and also represents 
the FRA as Trustee on the Auto Worker’s Provident 

Fund, one of the largest motor industry funds in the country. 
The motor industry funds currently have 228 559 contributing 
members plus some 8 000 pensioners. Assets of the funds 
under administration are in excess of R20 Billion.

Q. What is the benefit of having a provident fund for em-
ployees of the motor and fuel industry?
The motor industry funds offer a highly efficient nonprofit in-
house administration which administers the funds at cost, thus 
increasing the value of each Rand invested by the member. 
The member’s fund is unaffected by changes in employment 
within the motor industry. This contributes greatly towards the 
preservation of retirement benefits.

I would like to encourage all retailers to participate in the funds 
and to ensure that their staff benefit from membership of the 
funds. I also caution employees to retain membership of the 
funds when they change employment within the industry.

Q. As a Trustee of the Auto Worker’s Provident Fund – 
what do you see as some of the challenges?
By providing a provident fund to employees in our industry we 
are equipping them for a better life. I personally try to live a 
clean life and to be financially disciplined. I call on all employ-
ees to make sure they live financially disciplined lives, to save 
and to start planning and thinking about retirement at a young 
age.

Our challenge is to align our lifestyle with the income we 
receive and I believe training and education is vital to ensure 
that our employees receive the support they need to live 
within their means and to save for retirement.

Q. How are members’ contributions invested?
As Trustees our main objective is to ensure that the contribu-
tions received via MIBCO are immediately invested. We need 
to ensure that members’ money grows well and grows at a 
rate better than inflation. Over the last three years investments 

in the Fund have grown by 15%. The Fund appoints the best 
local and international asset managers to invest the money in 
line with the Fund’s Investment Policy Statement.

Q. How well is the Fund managed?
I can honestly say that the Fund is one of the best managed 
in the country. The Fund recently had a visit from the Finan-
cial Services Board and received a clean audit and site visit. 
I would like to congratulate the Chairman of the Funds, my 
fellow trustees and the staff at MIFA for the management and 
administration of the Fund.

As Trustees we get the best professional advice to ensure that 
we make informed decisions that are in the best interest of 
our members. I have been a trustee for some time and I am 
still learning about the Fund and investments. I encourage all 
employees to adopt a lifelong learning attitude.

Interview with 
Mike Motsoane



Q. What are the challenges facing the Fuel Retailers?
The high cost of fuel is a challenge. Fuel is a grudge 
purchase and we must ensure that the experience of the 
customer when filling up is world class. The other chal-
lenges include:
• Uncertainty on the implementation of RAS
• Crime levels
• Shrinkage 
• Cost of credit cards
• Encouraging retailers to contribute to the Industry 

Provident Funds
• High staff turnover
• Absenteeism / absconding
• Training and education
• HSSE policy
• Continuous erosion of the Retail Profit Margin

I am committed to the fuel industry and believe that with 
adequate training and education we can overcome many 
of these challenges. I believe in development of staff and 
in promoting from within. The industry needs to look at 
ways to develop new entrepreneurs.

Q. Tell us more about yourself?
My wife and I have been married for 33 years and we are 
blessed with two (2) children, a boy and a girl and a pre-
cious granddaughter. We have been partners in business 
for the past 17 years, owning two (2) BP filling stations 
which are situated in Spruitview. 

I am of the opinion that this is a husband and wife busi-
ness – you must work together in order to achieve good 
results. We believe that it’s also important to guide and 
support retailers who are struggling with the successful 
implementation of operational controls in their businesses. 

I am a marathon runner and I practice/run at least four (4) days a 
week. I run for a Club and have 12 Comrades Medals. I have also 
completed the New York, London and Paris marathons. I believe 
in a healthy life style and self-discipline.

In my spare time, I relax by listening to Jazz music. I am a great 
supporter of Kaizer Chiefs soccer team and enjoy watching box-
ing. F
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FRA MEMBERSHIP APPLICATION
SERVICE STATION NAME:_________________________________________________

REGISTERED/TRADING AS:_______________________________________________

  
MIBCO / COMPANY REGISTRATION NO: _____________________________________

CONTACT NAME: _____________________________________________  
   

OWNER / MANAGER / DEALER:_________________________________
  
 
TEL  NO: ____________________  FAX:  __________________________  
 

CELLPHONE NO: (1)   ___________________________________
       
  (2)   ___________________________________
     
EMAIL:     (1)   ___________________________________
       
       (2)   ___________________________________  
  

MAGISTERIAL DISTRICT: ______________________________________

   AFRIC OIL

 EASTERN CAPE  BP

 FREE STATE  CALTEX

 GAUTENG  ENGEN

 KWAZULU NATAL  EXEL

PROVINCE MPUMALANGA OIL COMPANY SASOL

 NORTH WEST PROVINCE  SHELL

 NORTHERN CAPE  TEPCO

 LIMPOPO  TOTAL

 WESTERN CAPE  ZENEX

    

   OTHER

SITE TYPE:

COMPANY OWNED : ________________
   
DEALER OWNED : _________________
  
THIRD PARTY : ____________________
   
NUMBER OF SITES : _______________

PHYSICAL ADDRESS: _________________________

____________________________________________

____________________________________________

POSTAL CODE:_______________________________
   
POSTAL ADDRESS: ___________________________

____________________________________________

____________________________________________
    
POSTAL CODE:_______________________________

METHOD OF PAYMENT

           ANNUAL MONTHLY 

IF PAYING BY DIRECT DEPOSIT, PLEASE INSERT SER-
VICE STATION NAME AS PAYMENT REFERENCE (AND FAX 
THROUGH COPY OF PROOF OF PAYMENT).  

IF PAYING BY DEBIT ORDER, PLEASE COMPLETE 
THE FOLLOWING BANK DETAILS AND SIGN FOR 
AUTHORISATION:

BANK NAME: _________________________________

ACCOUNT NUMBER: __________________________

BRANCH CODE: ______________________________

(1)  AUTHORISED SIGNATURE: _________________  
 

(2)  AUTHORISED SIGNATURE: _________________

 
PLEASE CONTACT THE OFFICE FOR THE LATEST FEE 
STRUCTURE.   ALSO NOTE THAT WE HAVE A SPECIAL FEE 
FOR MULTIPLE SITES. 

AUTHORISED SIGNATURE: ____________________________________________  
 

DATE: _________________________________

 FUEL RETAILER’S ASSOCIATION OF SOUTHERN AFRICA
Tel:  (011) 886 2664. Fax:  (011) 787 8719. email: caroline.blyth@fra.org.za

P O Box 4816 Randburg 2125. / 276 Oak Avenue, Randburg

FRA BANK DETAILS: FUEL RETAILERS ASSOCIATION, FNB, RANDBURG. ACCOUNT NUMBER: 6201 0044 923. BRANCH CODE: 254005
IF PAYING BY DEBIT ORDER, PLEASE COMPLETE THE FOLLOWING BANK DETAILS AND SIGN FOR AUTHORISATION:  (OUR DEBIT ORDER RUN IS USUALLY DONE ON THE 
21ST  OF EACH MONTH)



You can download a copy of the latest 

Forecourt 
TimesOnline
Visit www.fuelretailers.co.za.



There is a lot to 
offer that you may 

not know about  
So, get to know the FRA and take advantage of the full benefits of 

being a Member of the leading fuel retail industry body in Southern 
Africa. For only a reasonable monthly fee you receive up-to-date 

information on fuel retail industry issues, services and individualised 
help on things such as site and retail licenses or any legal help.

Call (011) 886 2664 for more details or visit www.fuelretailers.co.za

Working for the Fuel Retailers


