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Base case Factory parameters

Why did we start?

Govt policy resulted in:
• Feasibility study
• Technology transfer 
agreement
• Engineering & design 
completed
• Initial tenders called
• Supply contracts signed
• Capital raising 
undertaken
• Over $2.5 million spent 
to date

ACE
Australian Coalition for Ethanol
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Base case Factory parameters

Letter of support from the 
relevant Minister
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Base case Factory parameters

Letter of support from 
Ian Macfarlane
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Open letter 
to John Howard
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Base case Factory parameters

State Government support



PricewaterhouseCoopers7

Base case Factory parameters

Why are we here?

We are here because the recently announced 
budget package for ethanol and other 
renewable fuels prevents us from advancing 
our project.

Why?

ACE
Australian Coalition for Ethanol
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Base case Factory parameters

Why ?

Because what you’ve offered won’t 
work …

… what you’ve promised will !

ACE
Australian Coalition for Ethanol
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Base case Factory parametersIndustry status 

The renewable fuel industry is on hold because:

The Australian consumer has lost confidence in ethanol blends

Because of

Confusion about the impact of ethanol to engines 

The lack of a clear policy position from Govt

The oil companies propaganda on their websites and at their 
service stations

The confusion on whether labelling means its good or bad! 

+
+

+

Uncertainty about what the benefit of ethanol is: Taxes v Benefits?

=
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Base case Factory parameters

The analysis completed by the Dalby Bio-Refinery (DB) 
project is considered analogous to other grain and sugar 
based ethanol projects.

The project is showcased due to it’s advanced stage of 
development and the detailed financial and business analysis 
completed by the Promoters and project team, including 
PricewaterhouseCoopers.

A case study

ABA
Australian Biofuels Association
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Base case Factory parameters

The promoters of the DB project, Chris Harrison and Ross 
Harrison, have over 25 years of involvement in the fuel 
industry with a long history of experience in industry 
development, transport, and logistics. 

Both  promoters are Directors of Petro Fuel and Lubricants 
(“Petro”), a Queensland fuel distribution business. Petro is 
currently Caltex's largest independent distributor of fuel and 
lubricants in Australia and one of the largest independent fuel 
suppliers in Australia. 

The Promoters
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Base case Factory parameters

Highlights

Total Investment is $80m

Ø Full operational capacity 78ml to 83ml p/a (including denaturant)

Ø Technology provider is Delta-T Corporation (worlds best practice)

Ø Sorghum Grain requirement at full production + 211,000t pa

Ø DDG (high protein stock feed) 26% of sales, dry DDG produced is
72,000t at full  production.

Ø 34 permanent jobs, 186 indirect permanent jobs, 465 construction jobs

Contracts in place for the sale of 65Ml of ethanol p/a
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PricewaterhouseCoopers13

Grain Ethanol – Process Schematic
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Base case Factory parameters

Ethanol contracts

Ø DB is the only new Ethanol project in Australia with 
contracts in place for the sale of ethanol.

Ø DB has sold 65ml of ethanol on 5 year take-or-pay 
contracts.

Ø Pre-sales are fundamental to successful project financing.

BUT

Our Customers insisted on the contracts being contingent on 
the excise policy, at the time of signing, remaining in force.
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Base case Factory parametersDB project advantages

Ø High Protein stock feed by-product – import replacement

Ø Low energy consumption / Efficient water usage

Ø High efficiency starch to ethanol conversion

Ø R&D – fuel research, new products, CSIRO 

Ø Feed stock – sorghum - drought resistant, crop substitution

Ø Dalby site – close proximity to market, farmers, feedlots

Ø Meets all requirements for the Capital Grant Scheme
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Base case Factory parameters

Key Project Assumptions

ABAREGrain Price

Delta-T CorporationCapital costs, operation costs, technology 
exchange

SourceAssumptions

US Dept of EnergyCrude Oil price

Access EconomicsExchange rate; CPI Index; US CPI

Biofuels for Cleaner Transport 
Policy:

The Howard Government

No Excise

Capital Subsidy of $10m

Govt certainty, leadership, strength
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Base case Factory parametersProject Risks

Grain Feedstock availability & prices
62% of total costs - require 190,000 – 211,000 tonnes sorghum p/a
Ethanol prices
Pegged to the world oil prices. 
Interest / Debt servicing
60% debt financing  at 8.5% = $3.5m in 2008
Ethanol Market risk – Consumer confidence
Plant will have a capability of 80m/l p/a breakeven is at 80% of capacity 
in 2008
Sale of DDG (distillers grains) - high protein stock feed
Accounts for 26% of sales
Government Risk
Excise duty, mandate, labelling, capital grant  & RVP
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Base case Factory parametersCommodity Supply - Risks

The purchase of 211,000t of sorghum per annum is an important area of risk for 
the project. 

Ethanol price is also a risk as it is based on oil prices.

From a hedging perspective there is a relationship for the project between the:

• oil price as this determines the ethanol price, and

• the A$/US$ exchange rate, and 

• the US$ price of corn (this is a proxy for the price of sorghum). 

• PwC modelling shows no consistent relationship between these  
variables.
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Base case Factory parametersCommodity Price & Exchange 
Rate Sensitivity (Pre Budget)

Scenario 1 2005 2006 2007 2008 2009 2010
Sorghum Price ($A/tonne) 220         236         244         252         257         265         
US Exchange Rate 0.64        0.61        0.58        0.58        0.59        0.59        
World Oil Price (USD/Brl) 23.59      24.22      24.86      25.49      26.17      26.86      

Scenario 2 2005 2006 2007 2008 2009 2010
Sorghum Price ($A/tonne) 185         188         190         193         196         199         
US Exchange Rate 1.00        1.17        1.19        1.28        1.32        1.43        
World Oil Price (USD/Brl) 23.59      24.22      24.86      25.49      26.17      26.86      

Scenario 3 2005 2006 2007 2008 2009 2010
Sorghum Price ($A/tonne) 185         188         190         193         196         199         
US Exchange Rate 0.64        0.61        0.58        0.58        0.59        0.59        
World Oil Price (USD/Brl) 14.4        11.8        11.1        10.5        10.5        10.0        

The scenarios above produce an ROI% (NPAT/Total Equity) of zero:
(the highlighted row is the variable resulting in an ROI of zero)
The white rows are based on the projections for the project.
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Base case Factory parametersDebt providers 
Position

NAB Major Client Group Queensland - 25 February 2003

…. we consider the following key industry aspects need to be clarified by way of 
Government legislation to enable further assessment of the project finance 
requirements by the Bank:

• Fuel Standards Legislation to govern fuel quality and blending percentages.
• Mandated blending levels and/or target for ethanol blended fuels.
• Long term excise exemptions.

The above key aspects are considered essential to improving consumer perceptions 
and acceptance of ethanol blended petrol. ….

Pending clarification of Government legislation and the above issues to the Bank’s 
satisfaction we advise that we are not able to issue an “Indicative Term Sheet”
pertaining to the project finance requirements. 
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Base case Factory parameters

BP recently decided to conclude the E10 trials in Brisbane. The trials went 
extremely well from a technical perspective, and demonstrated that E10 could 
be manufactured and marketed with no adverse impact on customers vehicles. 
Sales of the product also went well until the flood of negative media during 
December.   …

… BP will not recommence manufacture of E10 until:

Ø A 10 % limit is set nationally

Ø Labelling of ethanol content is mandatory

Ø Government policy for support of the ethanol industry is clear 
(successor to the 38 c/l producer subsidy)

Ø Consumer perceptions of ethanol is turned around 

Peter Hatchman Project Manager BP - 24 February 2003

BP
Position
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Base case Factory parametersHow do you work out the
Ethanol Sale Price? 

*Can not be exactly the same because of leads & lags and Australian refinery margins
** Based on Oil at US$30.82bbl and exchange rate US$/A$0.6693

The ethanol pricing formula is as follows:

ØSingapore Ron 95 Index 

ØConvert from barrels to litres

ØConvert to A$

ØAdd shipping costs from Singapore

ØAdd petrol excise duty of 38.14cpl

= Ethanol price at factory gate

As at 24 June 2003 = 69.04cpl**

Ethanol price targeted 
at Terminal Gate Price 
before discounts* 

Major oil companies 
insist on a discount of 
8cpl to cover their 
marketing and 
infrastructure cost
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Base case Factory parametersEthanol Pricing
Major Variables (2001 Dollars)

Year World Oil Price Sing Mogas 95 US$/A$ Sing Mogas 95
($US/barrel) ($US/barrel) ($A/barrel)

1999 17.60                 20.04            0.66       30.36              
2000 27.72                 29.65            0.60       49.41              
2001 26.72                 28.44            0.55       52.08              
2002 25.72                 27.33            0.52       52.97              
2003 24.73                 26.68            0.59       45.22              
2004 23.73                 25.89            0.63       40.97              
2005 22.73                 24.97            0.64       38.78              
2006 22.86                 24.96            0.61       40.72              
2007 22.98                 24.93            0.58       43.13              
2008 23.11                 25.07            0.58       43.14              
2009 23.23                 25.21            0.59       42.95              
2010 23.36                 25.35            0.59       42.90              
2011 23.49                 25.44            0.58       43.71              
2012 23.62                 25.57            0.58       43.93              
2013 23.74                 25.69            0.58       44.14              
2014 23.10                 25.06            0.58       43.11              

Long-term 
price 
projection 
Crude Oil = 
US$23/barrel

Long-term 
Exchange 
rate 
projection 
= US$0.58
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Base case Factory parametersEthanol Pricing Matrix

Ethanol Price 27.6.2003 69.04cpl

0.51 0.52 0.53 0.54 0.56 0.57 0.58 0.59 0.6 0.63 0.64 0.6693
16 0.60       0.59     0.59     0.59     0.58     0.58     0.57     0.57     0.57     0.56     0.55     0.54     
18 0.62       0.62     0.61     0.61     0.60     0.60     0.59     0.59     0.59     0.58     0.57     0.56     
20 0.65       0.64     0.64     0.63     0.62     0.62     0.62     0.61     0.61     0.60     0.59     0.58     
22 0.67       0.67     0.66     0.66     0.65     0.64     0.64     0.63     0.63     0.62     0.61     0.59     
24 0.70       0.69     0.68     0.68     0.67     0.66     0.66     0.65     0.65     0.64     0.63     0.61     
25 0.71       0.70     0.70     0.69     0.68     0.67     0.67     0.66     0.66     0.65     0.64     0.62     
26 0.72       0.71     0.71     0.70     0.69     0.69     0.68     0.68     0.67     0.66     0.65     0.63     
28 0.75       0.74     0.73     0.73     0.71     0.71     0.70     0.70     0.69     0.68     0.67     0.65     
29 0.76       0.75     0.74     0.74     0.72     0.72     0.71     0.71     0.70     0.69     0.68     0.66     
30 0.77       0.76     0.76     0.75     0.74     0.73     0.72     0.72     0.71     0.70     0.69     0.67     
31 0.78       0.78     0.77     0.76     0.75     0.74     0.73     0.73     0.72     0.71     0.70     0.67     

32.82 0.81       0.80     0.79     0.78     0.77     0.76     0.75     0.75     0.74     0.72     0.72     0.6904 

US/AU Exchange Rate
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Mogas = +/-US$2 
more than crude oil
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Base case Factory parametersA snap shot on a chosen day
Sydney ULP on 24 June 2003

Sydney ULP
Pump Price
89.02 cpl*
GST 8.1 cpl

Retail/wholesale margins and freight 8.4cpl

Excise Duty
38.14 cpl

Refined petrol
34.39 cpl

(including refinery margin)

*price incl GST- www.caltex.com.au/pricing

9%
9%

43%

39%

Terminal Gate 
Price 72.5cpl excl 
GST

Total indirect 
tax take
46.2 cpl

100%
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Base case Factory parametersA snap shot on a chosen day
Sydney ULP/blend on 24 June 2003

Sydney ULP Blend
E10

Pump Price
89.02 cpl*

GST 8.1 cpl

Retail/wholesale margins, blending costs 
and freight 9.6 cpl

Excise Duty 34.3cpl

90% Refined petrol 30.95 cpl
(including refinery margin)

10% Ethanol 6.1 cpl
(including manufacturer’s margin)

9%

11%

39%

7%

35%

Total indirect tax 
take 42.4 cpl

Reduced by 3.8cpl

Effective Ethanol 
price 61 cpl after 
discounts of 8cpl

No Excise duty on 
ethanol

100%

*24 June 2003 price incl GST- www.caltex.com.au/pricing
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Base case Factory parametersA snap shot on a chosen day
producer pays excise duty of 25.94cpl?

Pump Price
89.02cpl*

GST 8 cpl

Retail/wholesale margins, blending costs 
and freight 9.6cpl

Excise Duty 36.9 cpl

90% Refined petrol 30.95 cpl
(including refinery margin)

10% Ethanol 3.5 cpl
(including manufacturer’s margin)

*Excise duty on ethanol not passed on to consumer

9%

8%

41%

3%

39%

Total indirect 
tax take

45cpl reduced 
by 1.2cpl  

Effective Ethanol 
price 35 cpl

Sydney ULP Blend
E10

Excise duty on ethanol of 
25.94cpl (2.59cpl in the 
blend)

100%
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Base case Factory parametersIf we were in the Ethanol Business 
today*  - Zero Excise

9%

Formula price 69.04 cpl*
Oil company discounts and contribution to oil 
company infrastructure  8 cpl

Raw Materials       35 cpl
(Net of stock feed sales)

Overheads         4 cpl

Income Tax        5 cpl

Depreciation       7 cpl

Profit                 7 cpl

Interest              3 cpl

52%

10%

4%

8%

10%

7%

* Calculated as at 24 June 2003 excl GST

Ethanol 
Price = 61cpl

80ml p/a
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Base case Factory parametersIf we were in the Ethanol Business today
We carry excise duty of 25.94 cpl 

9%

Formula price     69.04 cpl

Overheads              4 cpl

Income Tax               Nil

Depreciation            7 cpl 

Loss                    14cpl

Interest                    3 cpl

39%

10%

4%

7%

Excise duty       26 cpl

52%Raw Material Costs    35 cpl
(Net of stock feed sales)

Effective 
Ethanol 

Price = 35cpl

80ml p/a
Oil company discounts and contribution to oil company 
infrastructure  8cpl
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Base case Factory parametersThe Ethanol Debate- its about $133m p/a
to reach the Govt target of 350ml p/a

$133m p/a reduced 
excise duty (Govt 
Target of 350ml of 
renewable fuel ×
38.14cpl) + $50m 
capital grant paid 
in Yr 1 & 2 Regional Development – Private Investment $395m

Price stability for grain farmers

Import replacement
Strategic Fuel resource

Ethanol policy consistent with major 
trading partners USA and Canada

R&D into fuel technology – spin-off industry

Crop substitution - use of 
drought resistant crops - reduced 
reliance on irrigation

Is it green as well?

140 jobs in 
country towns
6×flow on jobs

Taxes paid by ethanol plants and employees



Producers
Subsidy
$133m

GOVERNMENT REVENUE 
FROM ETHANOL INDUSTRY

• Regional Development:

Jobs & Tax;  $59m

(not including construction)

• Company Tax from Octane

value;                            $42m

• Environment

GHG;  $14m

Clean Air;  $58m

TOTAL  $173m

COST TO GOVERNMENT

• Producers Subsidy; $133m

ABA
Australian Biofuels Association

A detailed paper titled 
“Revenue Balance for 
Fuel Ethanol” is 
attached at the end of 
the presentation

Revenue Benefits of Ethanol Industry
350ML by 2010



Producers
Subsidy
$133m

• Costed Benefits; $173m

• Other Benefits (not costed)

- Health $???

- Regional capital 
investment

- Farm stability

- R & D initiatives

- Reduced imports of oil

- Energy security

- Compatible with fuel cells

- Increased competition in 
fuel market

- Renewable vs
unsustainable fossil fuel

COST TO GOVERNMENT

• Producers Subsidy; $133m

ABA
Australian Biofuels Association

Revenue Benefits of Ethanol Industry
350ML by 2010

A detailed paper titled 
“Revenue Balance for 
Fuel Ethanol” is 
attached at the end of 
the presentation
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Base case Factory parameters

What do we want?

Zero excise on renewable fuel for 10 years 
from our commissioning date

A market plan that makes commercial sense after 10 
years

The capital grant implemented

A positive market environment for ethanol blends

ACE
Australian Coalition for Ethanol
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Base case Factory parameters

How do we get it?

Zero Excise

(a) Increase fuel excise by 0.5cpl

(b) Link excise to crude/exchange rate

(c) Devise a mechanism after 10  years to stay in    
business 

ACE
Australian Coalition for Ethanol
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Base case Factory parameters

How do we get it?

A positive market environment:  
(a) Oil companies remove all anti-ethanol references 
(b)  All stakeholders endorse renewable transport fuels
(c)  Federal Govt makes an immediate announcement of 

participation in a major E10 trial.

Immediately announce capital grant guidelines and 
eligibility criteria.

ACE
Australian Coalition for Ethanol
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Base case Factory parameters

Conclusion

Because what you’ve offered won’t 
work …

… what you’ve promised will !

ACE
Australian Coalition for Ethanol
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Thank you 




