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BIOFUELS INDUSTRY 
Motion 

MR D.T. REDMAN (Stirling) [6.10 pm]:  I move - 

That this house calls on the state government to - 

(a) register its disappointment with the federal government regarding the passage of the Fuel Tax 
Bill 2006 through federal Parliament, given the legislation’s treatment of biofuels producers in 
particular; 

(b) acknowledge the need to provide certainty to the Western Australian biofuels industry to 
encourage its development; and 

(c) consider the introduction of other incentives for local biofuels producers to encourage regional 
biofuels production in Western Australia. 

Members of the house will be aware that the Nationals have taken up this issue with some vigour since we first 
raised the matter and were successful in getting support from the government to set up the biofuels task force.  
We have also had many discussions with people in the industry and people who are particularly interested in 
setting up in the industry.  We have had feedback that a lot of people are also interested in setting up in the 
industry in regional Western Australia, which, as members will be aware, is a position that the National Party 
supports and is pushing for very vigorously. 

A Fuel Tax Bill went through federal Parliament last week.  Some components of that tax bill are of serious 
concern to the biofuels industry.  The scenario in Western Australia is that a number of people are ready to set up 
and kick off the industry, and the tax bill is putting downward pressure on that development, which is of serious 
concern to us.  The WA Nationals are so concerned about it that I visited some of our federal colleagues in 
Canberra with the leader of the National Party and took up this issue in person.  I also took up other issues, such 
as the unexploded bombs in the Albany port, which were mentioned in this house recently.  Members might not 
be aware that the federal Fuel Tax Bill went through with the support of the Labor Party.  It certainly had the 
support of some of our Nationals colleagues, as well as the support of the Liberal Party.  In the passage of that 
bill, there were one or two dissenting voices. 
I will also highlight a couple of media releases relating to the biofuels industry which have recently come from 
the Minister for Agriculture and Food’s department and which make some reference to that federal Fuel Tax 
Bill.  The first media release came from Hon Kim Chance’s office on 22 June.  I have a lot of respect for the 
minister.  However, unfortunately, this is not one of the better media releases that I have seen, and I have a bit of 
difficulty discerning the point that it is making.  It raises issues with the federal Fuel Tax Bill, but it does not 
point to any particular examples, and recommends that the cleaner fuels grant scheme be extended indefinitely.  
That is one media statement released by this government.  Secondly, there is a more recent one from the newly 
appointed Parliamentary Secretary to the Minister for Agriculture and Food, the member for Bassendean.  I take 
this opportunity to wish him all the best in that new role.  That statement refers to one of the issues that was 
raised by two of our federal colleagues, and that is the regime for claiming tax credits for biofuels by people who 
fall into the eligible users category and who are able to get tax exemptions because of their use of the fuel.  This 
is an issue that was certainly raised federally, and it is an issue that two federal National Party senators, Senator 
Ron Boswell and Senator Fiona Nash, took up.  As a result, they were able to get some concessions in that 
federal Fuel Tax Bill, which are supportive of primary producers who are somewhat impacted by that legislation.  
However, again, I am not hearing any strong words about what we regard as the most significant issue in that 
federal Fuel Tax Bill. 
In taking the house through this matter, I will quickly deal with the arrangements prior to 1 July 2006, which is 
when the federal Fuel Tax Bill will be enacted, to give the house a feel for the incentives that are in place for the 
development of the biofuels industry in Western Australia.  I will use the example of biodiesel, as that is 
presently of greatest interest to us in that legislation.  I guess it is also of greatest interest to us in respect of the 
development of biofuels in regional Western Australia, where some of the largest users of diesel are located. 
The current scenario is that producers of biodiesel can access a cleaner fuels grant of 38c a litre, which happens 
to be the same amount as the fuel excise.  That is a producer incentive.  The web sites that relate to that grant 
highlight that it is a producer incentive to kick off the industry.  We need to note that it is a cleaner fuels grant; in 
the documentation on the web it is certainly not said to be a fuel excise rebate. 

Although the current legislation is not perfect, it allows for farmers to claim the full 38c a litre rebate on 
biodiesel blends that are less than 50 per cent biodiesel.  I say that the current legislation is not perfect, because 
we would like to have a full rebate on 100 per cent biodiesel.  However, as the legislation is written, if a blend is 
49 per cent biodiesel and 51 per cent petroleum diesel, a farmer is able to claim the full 38c for every litre of 
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diesel that he uses.  On-road users can claim a 38c a litre rebate on biodiesel blends greater than 50 per cent 
biodiesel, but, of course, they also incur a 19c a litre road user charge.  There are significant incentives for 
farmers and on-road users to use high percentage blends of biodiesel and to gain an advantage from doing that.  
Certainly, the producers are able to deliver to those people the high percentage blend on which they are able to 
claim a significant rebate. 
Under the current legislation, if I were a potential producer of biodiesel, I would ask myself whether I would 
consider setting up a biodiesel production facility in the regions.  In the regions, the first advantage is that in the 
transport arena, in particular, the greatest users of diesel are in the agricultural and mining sectors.  Therefore, if 
a producer had set up in the regions, he would be relatively close to that market.  Of course, organisations such 
as Verve Energy also use considerable amounts of diesel in power generation in regional and remote areas.  
Again, that is a significant potential market.  I will make some reference to that power generation a little later.  
Provided incentives are in place for users to use a high percentage of biodiesel in the mix - that is a B50 or B100 
blend, and anything in between - there is a big incentive for producers to locate and set up facilities in the 
regions.  In addition, there is the added incentive that regional areas are also close to feed stock sources, whether 
it be canola, mustard oil or some other feed stock that is produced in the regions.  Regional areas are also 
potentially very close to a market for stockfeed, which in many cases is a by-product of the production of 
biodiesel.  Members may not be aware that in the case of canola as a feed source, the meal, as an outcome, has a 
greater weight than the biodiesel that is produced.  Therefore, when we are talking about quantities to be 
transported, a person is far better off transporting biodiesel than stockfeed.  Again, that is an incentive to locate 
in the regions. 

Under the current scenario, the net result is that biodiesel producers who locate in the regions will be able to get 
rid of significant quantities of product to farmers and commercial on-road users, because the blends have a high 
proportion of biodiesel compared with petroleum diesel.  That makes it a viable option for them.  They are 
getting rid of large quantities of biodiesel as a proportion of the total diesel market.  People may be asking the 
question: are there any investor and regional development opportunities for biofuels production?  Absolutely; no 
doubt about it.  The Nationals have been in discussion with a number of companies that are seriously considering 
investing in regional biofuels production facilities.  The companies are very keen; they are motivated.  They have 
money to back it up as well.  One of the investors has 20 projects ready to go in the regions.  They are 20 
cooperative-type arrangements.  As a result of the new federal fuel tax changes, they will be put on hold.  Bang - 
they have been killed.  That is our fundamental concern. 

I will talk about the implications of the new Fuel Tax Bill.  Although the bill is quite complex, it does have some 
good qualities.  It provides for substantial changes that will receive support from regional users.  I need to make 
that very clear up front.  However, the net result is that, for tax reasons, the cleaner fuels grant is considered to 
be a tax rebate and not an incentive grant.  That means farmers, in particular, cannot claim the full rebate of a 
biodiesel blend because the Australian Taxation Office considers that tax has not been paid on the biodiesel part 
of the blend.  Therefore, the full rebate cannot be claimed.  That is the scenario in which farmers and road users 
find themselves.  They are not able to make a full claim of the 38c a litre on the biodiesel component of a blend 
they use.  However, under the new arrangements, a B5 blend is considered for all intents and purposes to be 
normal diesel.  Therefore, eligible users such as farmers can claim the full rebate.  Consider the following.  If the 
most economical blend of biodiesel is now the B5 blend when we take into account the tax regime that surrounds 
these fuels, anyone intending to produce biodiesel will need to be located close to someone who has a lot of 
petroleum diesel to make up the other 95 per cent.  I spoke a little while ago about the value of a regional 
biofuels producer being able to deliver to regional users large quantities of biodiesel if the regional users are able 
to utilise and get the full rebate on those sorts of volumes of biodiesel.  If we have a B5 blend, that is a wholly 
different scenario.  The most likely implication is that a would-be producer will now look at having the facility 
close to a fuel company to ensure a supply of sufficient petroleum diesel to blend the product.  The producers 
will not set up in the regions; the biodiesel plants will be set up in Kwinana right next to a fuel company, where 
the five per cent biodiesel can be offloaded with 95 per cent petroleum diesel, because that is the most efficient 
and effective blend that can be put into the marketplace.  That will totally stymie any regional development 
incentives that might have existed.  That is a very serious implication of the bill.  It is very interesting that no-
one has picked up on this.  The WA Nationals raised this issue with our federal colleagues.  There have been a 
couple of dissenting voices federally, one of which was Senator Barnaby Joyce.  It is interesting that he was in 
the toilet when the vote was held.  He certainly made his points known and raised the concerns that we raised 
with him.  We are very concerned about the impact that this will have on biofuels production in Western 
Australia, particularly regional biofuels production.  A lot of members in this house supported the Nationals’ 
push last year for a task force.  There has been a lot of rhetoric federally about the same sort of push for the 
target of 350 million litres of biofuels set by the federal government.  We now have a component of the federal 
Fuel Tax Bill putting downward pressure on the very development that we should be supporting.   
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I will summarise the implications of the federal Fuel Tax Bill.  Presently, government incentives support the 
production of biodiesel to farmers and the on-road market.  There are good arguments with current legislation to 
set up production facilities in the regions.  I have outlined the reasons.  We know that there are a number of 
producers ready to go.  They have their technology and investors backing them.  They are ready to move.  The 
federal Fuel Tax Bill takes away the incentive to produce a product that is anything more than a B5 blend.  That 
is hardly where we want to be.  We want incentives for higher blends such as B50 or B100 or anything in 
between.  A B5 blend will favour the oil companies, which have the distribution networks to get rid of the 
product.  If a producer has a B5 blend and he has to put 95 per cent petroleum diesel into that product, the only 
companies that have the resources to deliver that to the customers are the oil companies.  It concerns me how 
they have control over these sorts of matters.  More significantly, the regional development incentive is not 
there.   

I will refer to a report by Patersons, which is a company of Australian stockbrokers.  The company recently co-
hosted a biofuels investor forum in Melbourne and Sydney.  It had some interesting outcomes.  The company 
looked at the biofuels sector as a potential option for investors; it considered whether they should put their 
money into it or not.  Two key points came out of the forum.  The document referring to the forum was produced 
on 13 June 2006, which was before the legislation went through.  The document refers to the upcoming 
legislative amendments that may be negative for the industry.  It also refers to opportunities for Australian 
producers in the United States.  The document also refers to what I mentioned before, which is the cleaner fuels 
grant and whether it is described as a grant for incentive purposes or whether it is an excise rebate.  There is also 
reference to the Senate economic commission - 

However, the Senate Economic Commission is presently debating whether the grant was originally 
designed to operate as a separate mechanism to the excise.  As we understand it, the Senate believes 
that the two are separate mechanisms with different purposes, but Treasury do not. 

At the very least, there is a stack of confusion.  The legislation uses a very specific example, which refers to 
biofuels.  Upon reading the legislation, it is very clear that biofuels are in the mix.  It is not something that I 
would have thought would come down to the deliberations of a Senate economic commission.  A very specific 
example was used.  That is one thing that came from the Patersons report.   

Members might be aware that Gull Petroleum now has a B20 blend in the market.  That was reported in the 
newspapers recently.  I fully support what Gull is trying to do, which is to get biofuels into the marketplace for 
normal users.  Gull states that its B20 blend will meet the diesel fuel specifications and, therefore, it should be 
eligible for the full rebate of 38c a litre.  However, I will now refer to the Patersons comments on that issue - 

Regardless, this significantly reduces the available market for biodiesel sales in Australia, which means 
that the opportunity for future players also diminishes.   

. . .  

The situation is confused even further by the proposed Treasury position that if a blend of biodiesel and 
diesel still meets the diesel standard, then it will be eligible for the producer grant and the user rebate.  
This seems to disagree with the argument regarding ‘net tax paid’, and would appear to be a position 
that favours oil companies that have previously voiced their intentions to use low biodiesel blends only. 

Patersons is raising some concerns as well about whether those blends of biodiesel that meet the diesel fuel 
specifications can be claimed by eligible users for the full 38c a litre rebate.  The third point that comes from this 
report is headed “Economics of US Production”, and states - 

The US Government is providing a “one cent for one percent” financial incentive for biodiesel 
producers, which effectively enables producers to claim a one cent rebate for every one percent 
biodiesel contained in a gallon of biodiesel produced.  Thus for pure biodiesel, a producer can claim a 
US$1 rebate per gallon.  Given that biodiesel production costs in the US are between US$2-3 per 
gallon, and fossil diesel sells for between US$3-4 per gallon at present, the industry appears very 
profitable with an extra US$1 of financial incentive. 

This becomes particularly relevant given the current uncertainties regarding the legislative 
arrangements for the Australian biodiesel industry.  We expect all local players will firm up offshore 
expansion plans over the next six months in an effort to mitigate any future economic risk domestically. 

People who are considering producing biodiesel in Australia are seriously assessing their overseas options to cut 
their losses.  That is not a position we want in Australia.  It concerns me that the federal Fuel Tax Bill is causing 
this to happen.  An article in the business section of yesterday’s The West Australian is titled “Ruling puts brakes 
on renewable fuels”.  The significant point about the article is its reference to two investors who are investing in 
Western Australia.  The article states - 



Extract from Hansard 
[ASSEMBLY - Wednesday, 28 June 2006] 

 p4486b-4494a 
Mr Terry Redman; Mr Brendon Grylls; Mr Gary Snook 

 [4] 

Investors again hammered Australian Renewable Fuels yesterday after the company revealed it would 
reconsider its growth plans in Australia on the back of an adverse tax ruling by the Federal 
Government. 

. . .  

Australian Biodiesel was also hit hard by the tax change, slumping 13 per cent . . .  

Australian Renewable Fuels said the Fuel Tax Bill 2006, passed by the Senate on Thursday night, 
would remove some of the incentives established to encourage and foster the growth of the biodiesel 
industry. 

These two companies are looking at investing in Western Australia.  They have put up their money, provided the 
technology, spent their money and got everything ready to go under a regime that was supportive of biodiesel 
fuel production in Western Australia.  The federal tax has taken it away.  It has hit the share price of those 
companies, which are now considering investing overseas and taking their technology elsewhere, which we do 
not want to happen.  The changes support a centralist system of biodiesel manufacturing, and completely remove 
the benefits from those industries that are being hurt the most by the enormous rises in diesel costs - agriculture 
and transport.  It is hitting the very people who are the big users.  The Nationals believe this will be devastating 
for regional Western Australia, where small biofuel producers have begun to emerge over the past year or so.  
During the past couple of years in particular there has been significant movement in the number of potential 
investors in biodiesel production in Western Australia and, indeed, in regional Western Australia. 

What do the producers and potential investors have to say?  In a letter to the Prime Minister this month, ANZ 
Infrastructure Services said that the legislation would almost certainly force biodiesel producers to sell the 
product at a much lower price than petroleum diesel, and that would undermine the sustainability of the industry.  
On behalf of its small to medium-sized superannuation fund members, ANZ has invested in a 60 million-litre per 
year biodiesel plant in Albury-Wodonga, which will provide jobs and firm tallow pricing for the region.  ANZ 
committed to the project prior to the release of a Treasury discussion paper on the bill in May 2005.  In its letter 
to the Prime Minister, ANZ requested that the production subsidy allocated to biodiesel producers be treated as a 
subsidy and not a tax credit against excise tax.  ANZ pointed out that should the legislation be passed, industry 
would be prevented from developing further plants in other rural areas and from helping to decrease Australia’s 
reliance on imported petroleum diesel.  Australia would be the only country in the world that placed a 
discriminatory tax on biodiesel compared with petroleum diesel.  That must be a concern to all of us.  Investors’ 
confidence will be shaken.  ANZ supported an industry proposal to amend the legislation to treat all biodiesel in 
the same way as petroleum diesel for tax credit purposes, in the spirit of existing government policy. 

Another company looking at investing in Western Australia is Bluediesel Pty Ltd.  Bluediesel will be launched 
this Friday, and Hon Kim Chance, the Minister for Agriculture and Food, will attend the launch.  The Leader of 
the Western Australian National Party and I visited the trial plant recently and were most impressed with the 
company’s technology and with its enthusiasm to invest in Australia, and in regional Western Australia in 
particular.  Bluediesel is a private company that is investing in biodiesel and is commencing the production of a 
pilot plant in Welshpool.  The facility cost about $500 000 to build, and the company aims to produce about one 
million litres of biodiesel fuel a year using canola as a feed stock.  The company will be officially launched this 
week.  Bluediesel is refining its processes and hopes to embark on a commercial scale plant in regional Western 
Australia close to the source of the feed stock.  The commercial plant will have an initial 18 million-litre per year 
capacity, which could be expanded to up to 40 million litres per year.  This is a significant point: Bluediesel has 
indicated interest in investing in America should the fuel tax legislation make its operations in Western Australia 
unviable.  That is a serious concern.  We must emphasise the fact that a group with new technology, which has 
conducted its own research and development and is ready to invest in Western Australia, is now looking 
elsewhere. 

Australian Renewable Fuels Pty Ltd is another Australian company that is developing biodiesel plants in Picton 
and South Australia.  It, too, is reconsidering its growth plans in Australia, following the passage of the Fuel Tax 
Bill through the Senate.  The company cites the removal of incentives that were originally introduced to 
encourage and foster the growth of the biodiesel industry.  It has hinted that it might focus on North America and 
Europe, which would represent an incredible loss to Western Australia.  The construction of Australian 
Renewable Fuels’ plant in Picton is well under way.  It has plans to produce 44.4 million litres of biodiesel fuel 
per year, directly employing 10 people full time and creating indirect employment for 30 people.  The Bunbury 
Port Authority has indicated interest in providing port storage facilities.  It is a significant project involving 
investment in Western Australia, and yet the federal fuel tax regime is putting downward pressure on the 
industry.   
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Although the CBH Group does not have a particular investment in biodiesel, it is investigating the viability of a 
move to biofuels to grow the Western Australian grain market.  CBH is in a good position to facilitate such an 
industry due to its existing infrastructure and business operations.  They are examples of potential investors 
which are ready to invest in Western Australia and which will be significantly impacted by the federal 
legislation. 

The federal legislation was passed last week.  It is important to highlight that we are not federal politicians.  We 
rely on other people to do that business.  We can only attempt to influence the federal legislation.  The WA 
National Party has taken up that matter with some vigour.  However, we must look at the opportunities the state 
government can create to support the biofuels industry in Western Australia.  I do not want to pre-empt or put 
pressure on the task force that is now deliberating on the biodiesel opportunities in Western Australia and 
considering the strategies that the state government may take up.  I am enjoying being a part of that task force 
because of the professional approach of the members and the level of debate that is occurring.  The National 
Party acknowledges that the state government can do some things.  Members opposite might talk about what is 
currently happening.  For instance, the Minister for Planning and Infrastructure has talked about the bus fleet.  
Some 78 buses, or seven per cent of Transperth’s bus fleet, will run on B5 and will increase to B10 and B20 over 
the next 12 months.  That is certainly a step in the right direction.  I believe Gull Petroleum Pty Ltd is supplying 
the fuel through the Swan transit depots at Kalamunda and Canning Vale.  Although the National Party fully 
supports the current bus trial, there is an opportunity to be more robust and to underpin the renewable fuels 
market by considering the possibility of expanding the use of biodiesel to other areas, such as power plants that 
currently use imported distillate.  The government car fleet is another option to consider the take-up of biofuels.  
The Leader of the National Party and I are seriously considering the option of purchasing an electorate car that is 
able to run on biofuels.  As recently as today, the Leader of the National Party had a discussion with the 
Department of the Premier and Cabinet on that issue.  As a government and a Parliament, we must take the lead 
on this issue. 

Mr E.S. Ripper:  What do you think of the argument that some manufacturers and suppliers have about the 
warranties when biofuel is beyond a certain percentage of the fuel?   

Mr B.J. Grylls:  That is a good interjection, but the point is that there is a Peugeot for sale in Australia that can 
run on 100 per cent biofuel, because the Europeans have embraced it.  The Australian manufacturers have not 
yet embraced it, and if the government could put pressure on the Australian manufacturers to embrace it, there is 
no reason why it is impossible.  It is just that we haven’t quite got to where the Europeans are yet. 

Mr D.T. REDMAN:  That is one of the very discussions we were having with some of the companies that could 
well provide my electorate vehicle. 

Mr E.S. Ripper:  I am responsible for the state fleet; that is why I interjected.  I have received advice that, 
beyond five per cent biofuel, a lot of the warranties are not valid. 

Mr B.J. Grylls:  That is true. 

Mr D.T. REDMAN:  Yes, it is, and to me that is a serious issue.  It is something the car companies need to 
come up to speed with.  They need to be as much a part of this as anyone else and move forward in their 
thinking.  It is happening in Europe, Brazil and all over the world. 

Mr B.J. Grylls:  The original diesel engine was built to run on peanut oil; it was made to run on biofuel.  It is 
just that the engine has been changed over time to run only on mineral diesel. 

Mr D.T. REDMAN:  I will move on.  I am pleased that the Minister for Energy is in the chamber.  I mentioned 
very briefly before the opportunity of a market in our stationary energy production industry.  At the Pinjar gas 
turbine power station, with a generating capacity of 576 megawatts from nine gas turbines that are primarily gas 
fired, there is also the capacity to burn liquid fuels or distillate.  The 230-megawatt turbines at Kemerton, the 
peak-load power station near Bunbury, can burn gas or distillate or a combination of both.  That is important for 
providing fuel flexibility.  Verve Energy’s power station at west Kalgoorlie, which has a capacity of 
60 megawatts, is run during peak demand periods, has two gas turbines and runs on distillate.  Geraldton power 
station has one gas turbine and runs on distillate during times of peak demand.  These are all serious 
opportunities for biofuel and opportunities for the government to create a market.  That we do not want to create 
a market that goes beyond the capacity of production is one thing that must be considered in the implementation.  
However, it is certainly something that is within the scope of the government to deal with. 

I will summarise very briefly.  No other country in the world has established a biofuels industry without 
incentives from the government.  That is the really strong message we are getting.  We need to put incentives out 
there to get the industry cranked up to the position at which it is able to run and stand on its own two feet.  I am 
seriously concerned about the impact that the major fuel companies are having on the uptake of biofuels.  An 
ethanol plant at Nowra, part of the Manildra Group in New South Wales, can deliver ethanol to a fuel company 
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cheaper than the price at which that fuel company can purchase petroleum fuel.  Right across the road from this 
production facility is a service station that does not use ethanol.  I do not understand why it is not happening.  
We need to keep pressure on our federal colleagues in this regard, and that goes for all sides of the house.  The 
National Party is taking up a position on it.  We need to give serious consideration to state-based incentives, and 
there certainly are options there.  Some issues need to be considered and some deliberations need to take place 
before that can be done, but they are things that are well and truly within our reach.  We need to have a strong 
focus on the regional development aspects of those incentives.   

I thank members for the opportunity to raise this issue.  It is targeted at our federal colleagues to a certain extent, 
but I think we all sit in the same boat.  We see it as a very serious issue, particularly when we have been engaged 
in discussions over a number of months with people wanting to set up industries in regional Western Australia, 
when along comes a piece of legislation the effect of which is to send the technology overseas.  We need to do 
something about this. 

MR B.J. GRYLLS (Merredin - Leader of the National Party) [6.44 pm]:  I will make a short contribution to 
this debate, and I will begin by congratulating the member for Stirling on his in-depth knowledge of quite a 
technical issue.  We found it quite difficult to explain to our federal colleagues because it is a complex issue.  It 
might just be dawning now with some of the newspaper articles and the recommendations from the ANZ Bank 
and Bell Potter Securities Ltd, and our federal colleagues, National, Liberal and Labor, might just be starting to 
realise the ramifications of the Fuel Tax Bill.  As the bill passed the Senate, it was supported by the majority of 
the National Party, the Liberal Party and the Labor Party.  They all allowed this to go through the federal Senate, 
and only now that some of the ramifications are being seen in the market are we able to put this issue on the 
agenda.  The National Party did as much as it could to bring this to the attention of our federal colleagues.  The 
position that Barnaby Joyce took on this bill resulted from us spending a couple of hours explaining to him the 
intricacies of the changes to the way biodiesel was recognised under the Fuel Tax Bill.  We are just disappointed 
that we could not get that message across more strongly. Minister Dutton was the minister responsible, and 
although we had meetings with him and regular correspondence and phone hook-ups, we did not seem to be able 
to make the key points that would make him understand the implications for biodiesel. 

The key to this issue, for people who do not want to acquire an in-depth knowledge like that of the member for 
Stirling, is that there is a federal target for biofuel production of 350 million litres per annum.  Under that target, 
one would think that the federal government would be encouraging the production of as much biofuel as it could.  
Under this legislation, however, the greatest incentive is now to have a B5 blend of biodiesel, rather than a B20, 
B50 or B100 blend.  To me, that is a disincentive.  On the one hand, there is a target that we are trying to reach.  
I do not think anyone would think that we do not need to go higher than that target.  The more our reliance on 
mineral diesel and petroleum can be reduced, and the more imports of petroleum can be reduced, the better our 
national economy will be.  No-one would argue with that.  On the other hand is this piece of legislation that 
hinders the increased production of biodiesel.   

We are extremely concerned about the role being taken by the big oil companies in this area.  Even though the 
big oil companies expressed a willingness to put blends of biodiesel onto the market, they are blends at the lower 
end of the scale.  The Treasurer talked about the car manufacturers and their unwillingness to put warranties in 
place for biodiesel.  It would be thought that, with pressure from the federal and state governments on those car 
manufacturers, we could arrive at a position at which those warranties are made available.  There is absolutely 
no reason these vehicles cannot be warranted for 100 per cent biodiesel.  It is just a matter of the willingness of 
industry to embrace it.  It is almost common practice in Europe now that these cars are warranted to run on 
100 per cent biodiesel.  As I said, the original diesel engine was manufactured to run on biodiesel, and there is 
absolutely no reason we cannot go back to that. 

Diesel fuel is retailing at the bowser for between $1.40 and $1.50 a litre in the metropolitan area.  The price is 
well above $1.50 in my electorate, and $1.60 and more in the north.  That is a big impost on travel.  The cost of 
travel is a major component of the weekly budget for anyone living in the regions.  The impact of those higher 
prices on agriculture, fisheries and the trucking industry is severely affecting their bottom line.  Governments of 
all persuasions need to look at alternatives.  We have looked at many different ways of influencing the world 
price of oil, and we have not been able to do that, but we can have an influence through the production of 
renewable fuels.  There is a unique opportunity in Western Australia to pioneer a biodiesel industry.  Some 
companies are up and running and ready to go.  Bluediesel Pty Ltd, which is launching its prototype plant on 
Friday, is a classic example.  For the benefit of members, the company has hired an engineer from Woodside, 
who has come in and used his knowledge of natural gas production plant technology to construct a continuous 
flow biodiesel plant.  It is almost world first technology, built on the factory floor in an industrial area of Perth.  
That company put up the money to build a prototype plant under the existing legislation, and just as it is about to 
launch the prototype and put its product on the market, the legislation changes as of 1 July, and the rug has been 
pulled out from under that company.   
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Our concern is that we are stifling investment.  The great thing about that plant for Western Australia is its run 
on canola.  Our ability to grow canola in the regions of Western Australia and turn it into biofuel has the benefit 
that it could lower the real net price of diesel in the market, as well as create a new industry and a new source of 
demand for oil seeds in Western Australia.  I would have thought that everyone in both the state and federal 
Parliament would support that proposal.  As we go forward, there is a great opportunity to turn all our oil seed 
production in Western Australia into biodiesel.  I would also like most of our grain production to be turned into 
ethanol.  I do not think anyone would deny that we would like our farmers to be less reliant on the vagaries of 
the international grain market.  If we could turn all the grain that is grown in the south west corner of Western 
Australia into a fuel product that could power industry, that would be a very exciting day for agriculture in 
Western Australia.  It would help take away our reliance on international markets, which quite often are not as 
supportive of the industry as we would like. 

We have a unique opportunity to support this fledgling industry.  The Fuel Tax Bill has taken away some of the 
incentive to get involved in this industry.  We are asking that this Parliament send a very clear message to the 
federal Parliament that we are not happy with the current arrangements and that it very quickly needs to get back 
to biodiesel producers and put back in place the incentive program that would allow the biodiesel industry to get 
up and running.  We are quite happy to see that incentive scaled back over 10 years.  However, just as the 
industry has got going, the incentives that were driving it have been taken away.  There is no way that a fledgling 
company can start up against the might of the international oil companies without some support from the federal 
government.  The federal government would be well rewarded if we reduced our reliance on big oil companies 
and imported oil products, and began to manufacture a domestic product that could be used in vehicle fleets and 
for transport and industry needs.  The Western Australian Nationals will continue to make this point very 
strongly.  It is a point that has not gone down well with our federal colleagues.  They are not happy that we are 
taking this stance.  We believe that they have missed the point of the biodiesel industry.  We believe that the Fuel 
Tax Bill was passed without their having an intimate knowledge of the effect the legislation would have.  All 
parties in the federal Parliament supported that legislation, so every member of the Western Australian 
Parliament has the job of sending a very clear message to their federal colleagues that the Western Australian 
Parliament supports the biofuel industry and does not support the changes made to the Fuel Tax Bill that will be 
enacted on 1 July. 

MR G. SNOOK (Moore) [6.53 pm]:  I will take a few minutes to contribute to the debate.  Obviously, we 
would all like taxes to be lower and we would all like some taxes to be completely abolished.  The fuel excise as 
a tax has a long history.  It is now very much entrenched in our taxation system.  I am not arguing that that is a 
good thing; I am simply making the point that a very difficult and probably extensive task would need to be 
undertaken to change that. 

I agree with some of the comments made by the members for Merredin and Stirling about the impact of the Fuel 
Tax Bill 2006.  However, I do not think they got it quite right.  I do not think they realise the cash flow impact 
that would result from changing the system that was in place.  It was an electronically accredited system in 
which it was much easier, much less cumbersome, to recover a rebate.  Under the first system that was 
introduced, people did not have to pay for the levy and then claim it back.  They had a fuel rebate tax excise 
number, which they carried with them, and they would rock up to the distributor, display their number and get 
the fuel for the bowser or distributor price less the excise. 

Mr D.T. Redman:  That is not actually the issue that we have raised. 

Mr G. SNOOK:  The member covered a number of issues.  I am painting a picture for those members who are 
not as familiar as the member for Stirling is with the tax and the impost that he has claimed it has on the biofuel 
industry and on the establishment of a biofuel industry in the regions.  Like the member for Stirling, I am, as a 
country member, a great supporter of the regions and the establishment and diversity of industries within those 
regions.  We really need those industries.  No member in this house would disagree with that view. 

I have done some research, and the information I have gathered indicates that many years ago the federal 
government changed the scheme through which the excise rebate was claimed because it was being scammed.  A 
person could give his number to all his mates who wanted to fill up their trucks or pick up a few drums of fuel at 
the distributor depot.  There was a huge revenue loss to the government; the system was not working.  I think it 
was Hon Doug Anthony, a senior minister at the time, who said that it had to stop and that people had to pay for 
their fuel first and then claim the rebate.  That is how it all began. 

The grant that has been allocated to biofuel producers is identical in value to the excise.  I believe that was done 
for an obvious reason.  How would people be prevented from scamming the system through the on-farm or 
regional production of this new fuel, which supposedly and rightfully should be used by growers and for on-farm 
uses?  Just as the old scheme was scammed, the government could lose revenue as a result of a lack of control 
over the use of farm-produced biofuel.  It would be a perfect world if everyone stuck to the game.  
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Unfortunately, there are always some people who will not adhere to the protocols of propriety.  We cannot have 
a grant that is identical to the value of the excise, add that biofuel to diesel and then claim that we want 38.14c a 
litre on top of that. 

Mr D.T. Redman:  Why not? 

Mr G. SNOOK:  Because that is double dipping and that adds up to more than 76c. 

Mr D.T. Redman:  There is an incentive grant to encourage industry.  If we do what you are saying, it will not 
encourage industry at all. 

Mr G. SNOOK:  The way in which it will work is what we should aim for.  How will it be controlled?  How 
will the leakage and the slippage be controlled? 

Mr D.T. Redman:  For every litre of biofuel, they would get 38c a litre as a federal grant. 

Mr G. SNOOK:  That is available now.  However, if that fuel is mixed with normal diesoline -  

Mr D.T. Redman:  You are calling it an excise rebate, not a grant. 

Mr G. SNOOK:  The member touched on it.  The member can call it a grant or an excise; he can call it 
whatever he likes. 

Mr D.T. Redman:  It takes out the whole incentive of what it is intended to do. 

Mr G. SNOOK:  The member is saying that people should be able to double-dip. 

Mr D.T. Redman:  I do not know that double-dip is the right term. 

Mr G. SNOOK:  The member is saying that they are entitled to the grant to develop their biodiesel on the farm 
or wherever and to an additional excise per litre for that biodiesel.  That adds up to 76c.  That is not equitable.  
That is double dipping.  We have a problem.  I am not saying that we should not support development and 
stimulate diversity in energy production. 

Debate interrupted, pursuant to standing orders. 

House adjourned at 7.00 pm 

__________ 
 


