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SUBMISSION  - INQUIRY INTO ENERGY GRANTS BILLS

Outline of Submission

1. This submission applies only to Biodiesel.

2. Any reduction in the Grant should be the subject of an inquiry.

3. Biodiesel has features which are attractive to niche markets, and as such is disadvantaged by the operation of the Energy Grants (Credits) Scheme.

4. Biodiesel produced from vegetable oil has special needs.

5. Biodiesel is arguably the cleanest fuel.

6. Additional positive measures. 

1. As a current refiner of Canola oil for industrial and edible uses, we have been unable to source finance or create a viable business plan due to the legislative uncertainty.   We are based in Deniliquin NSW.   The production of Biodiesel would be an addition to our existing plant.

2. It will take us approximately 18 months in ideal conditions to build the plant and commence production.   Under the current legislation a full grant would therefore apply for 3 years in our case.   This would not be sufficient to recoup our investment given the international experience on the costs of vegetable based Biodiesel in comparison to fossil fuel.   I am not aware of any studies that show the possibility of a competitive position being achievable without Government intervention.   Any reduction in assistance should be the subject of a broadly based inquiry no sooner than 2010.

3. Biodiesel is completely miscible with fossil diesel, biodegradable and non-toxic.   It is particularly suited to use in confined spaces, the marine environment and anywhere that spillage is likely.   The operation of the Energy Grants (Credits) Scheme effectively means that Biodiesel is in the same position as diesel because in non road use both fuels receive a grant, therefore Biodiesel becomes non competitive.    It is submitted that the Grant should be increased to allow for Biodiesel to compete in specific areas of national interest such as health and the environment.   An example would be The Great Barrier Reef and underground mining.

4. Currently Biodiesel produced from vegetable oil would be cost prohibitive, in large part due to the drought.   It is impossible to model 5 year forward prices of Canola oil and diesel fuel, and given only that uncertainty, a viable business would require a longer lead time than 2008.   Over time additional crop planting would follow the establishment of viable markets which is what has happened in Germany.   A new industry using substantial quantities of Canola seed, with no reliance on the food chain, would certainly be an industry worth pursuing.   Genetically modified crops would create no problems.

5. Biodiesel’s position as a clean fuel requires considerations beyond purely commercial.   As shown by Australian and overseas studies, Biodiesel is the lowest emitter of greenhouse gasses of all fuels.   It has a sulphur content of less than 10ppm, diesel is unlikely to meet that target.   The health affects of diesel vs Biodiesel are well documented and clearly demonstrate the benefits of Biodiesel.   Press releases by various Ministers accept these contentions.   Whilst these benefits are hard to quantify in dollar terms, they are clearly substantial and undeniably in the national interest.

6. No provision is made for positive measures to assist Bio fuels.   It is submitted that the following positive measures are necessary for the introduction of products that the Government agrees are desirable as alternatives to petroleum products that have been in the market place for 100 years.

· Federal and State Government initiatives in support of the use of the products in their purchasing policies.

· Advertising information campaign supporting the benefits of Bio fuels.

· Nationally recognised symbols or labels attached to fuels.

· Any labelling of Bio fuels under the proposed amendments to the Fuels Quality Standards Act (FQSA) include the benefits of the fuel in the same emphasis that might be given to any warnings or cautions.   For example any comment as to the possible economy of a fuel or its performance should be shown alongside all the benefits.

