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Proposed Managemant of Diesel/Biodiesel Blends

The Australian Institute of Petralaum (AIP) is the peak represantative body of the Australian
downstream petroleum industry. The core members of AIP are BP (Australia) Pty Lid, Caltex
Limited, Mobil Qil (Australia) Pty Ltd and The Shall Company of Australia Pty Lid. We
walcome the opportunity to make commants on the proposed managemeant structure for
diesal/blodlesel blends as detailed in the Department of the Environmant, Herilage and the
Arts (DEWHA) discussion Paper of January 2008,

This submission will concentrate on areas of agreamaent batwaan AIP membaer companies and
maka some suggestions for the efficlent administration of these fusls. Nonetheless, the long
standing AIP biofuels policy position is that any biofuel can enter the fuel mix in a sustainable
mannar if it is competitively priced, has a reliable supply and is acceptable to consumers.

Faracourt Supply

As notad in the DEWHA discussion paper, the use of BS diesel/biodiesel blends is genarally
accaptad by Original Equipmant Manufacturars (OEMa) as not requiring modifications of
standard diesel engines, Restricting diesal/biodieaal blands to a maximum of BS on the
service station forecourt should provide protection for diesel users against inadvartantly
volding thelr motor vehicle warranty,

However, some manufacturers do not warrant the use of biodiesel at all and therefora, AlP

considers that some machanism needs to be found to Inform these consumars, Howavar, the

publication of a vehicle suitability list, as for ethanol blends, could ralse public concern over |
the desirability of biodiesal blends generally, to the detriment of market developmant, Wa |
therefore caution such an approach may not be appropriate.

Wa are not aware of the axlent of the issus, in particular the number and location of thase
vahicles, and HH!’.‘IIHHBI that the current cansultation procoss cauld shed some further thl an
thia issua, Wa further auggost that this issue ba ineludad in the terms of referanca in the
propoaad Fuml Standards Consultative Commiitea (FSCC) blodiasal WI‘.‘H‘HH‘IH group as it will
be relevant to consideration of the Introduction of highar bland parcantagas.

All AIP member companles support tha proposal contalned In the discusalon paper that the

biodiesel should meet the Australlan blodiesel standard and most agrea that the resultant

diesel/biodiesel blends should meet the Australlan diesel standard, AIP supports the proposal

that diesel/biodiessl blends are not labslled on the forecourt and the requiremaent to meet the

diesel atandard is a key rationale for this position. This statement assumaes that a sultable ,
mathod is identifiad for informing diesel consumers wherae the OEM doas not warrant the use

of biodieaal at all
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Commergial Customers

AIP mambar companies agras that the managamant of dissal/blodiasal blands should
ancompass sufficiant flaxibility to allow commarcial users to utllise above BS diesel/biodiessl
blands. Wa nata that ereating a fual standard that places end use conditions on the supply of
diesal/blodiesal blands - "a conditional fual standard” - will require amendments to the

Fual Quality Standards Act 2000 (FQSA), and tharefore support the use of 5.13 approvals as
an intarim maasure, Howavar, we understand that some stakeholders may take the view that
thare are possible taxation and tax credit consequences from the use of 8.13 approvals and
8,13 approvals are not intended for the ongoing supply of fuel. Therafore, wa urge DEWHA to
maova quickly to iImplement the required legislative changes to the FQSA to introduce
conditional fusl standards.

AIP considers that conditional fuel standards will be an important mechanism to streamline the
administration of fusl standards. The changes will provide a clear demarcation between short
tarm variations in fuel standarda (o aveid petential supply disruptions and the angoing supply
of fuals that require administrative conditiens. Conditional fuel standards will also be
important te supperting consumer confidence In these fuels, particularly other biofuel blends,
such as an 85% ethanal blend.

AlP also considera that 8,13 approvals as an Interim measure are potentially cumberseme and
could place a significant compliance burden on the applicant, the FSCC and the Department.
Wa suggest that an 8,13 approval proforma for diesel/biodiesel blend suppliers should be
daveloped which could inglude requirements such as customer's consent and underatanding,
appropriate management methods such as ensuring there is no transfer into the general
market and potantially blend quality control. A proforma or guideline could be developad by

the FSCC biodiesel working group.

Given that these blends are expected to be approved for commercial customars, AIP does not
see that any form of labelling should be mandated. Howaver, customars may wish to consider
some form of appropriate signage at their facilities to aveld any fual mixing Issues,

AlP is concernad about the workability of the proposed requiremant that OEMs sanction the
use of diesal/biodiesal blenda in commerclal flasta, By definition, a fully informed fleet
oparator ls assuming responaibility for the ongolng operabllity of thelr vehiclas and by using
dimsal/blodiesal blands thay would ba making a consclous decislon to potentially void thair
manufacturer's warranty. If the fleet operator understands this issue, as potentially required
by 813 conditions, there |s no reason to require an OEM to approve the use of the fual. Wa
suggest that a possible solution Is for the OEM to provide advice to the fleal oparator but not
require the OEM's permission for the fleet operator to usea the fuel as proposed by the

discussion paper.

Thera is also a nead to ensura thal tha flaat oparalor is fully informed about the use of
diesel/biodiessl blends upon the commancament of 'conditional fuel standards’. Tha FECC
biofuals working group could alse consider this lssue.

FSCC Biofuals Working Group

AIP supports the proposal to create a working group within FSCC to monitor the developmant
of dissal/biodiasal blands standards In Europe, spacifically, the move to 10% biodiessl. We
nota that thera are similar moves In the United States through ASTM Intarnational, ariginally
known as tha Amarican Scclety for Testing and Materials (ASTM), with many of the same
issues balng consldered, Wa further note that the Japanasa Automaobile Manufacturars'



Association (JAMA) has raisad a number of issues with diesel/biodiesal blends, including
stability and averall biodiesal blend percentages, Given the composition of tha Australian
diesel vehicle flaat it |8 important that all sources of information and potential praclice are
assessad by tha FSCC blodiesel working group.

In each of thesa processes it appears that the advice providad by OEMs on operabilily issues
will be erilical in devaloping policy proposals. There are alse imporant cenalderations for fuel
suppliers which go beyond the blend percentage level and conditions of supply, Including the
handling and management of these fuels through the supply chain. The Department may
wish to encourage Standards Australia to develop such a code or guideline. It will be
important to alse recognise that any policy proposals must be lested against Australian
conditions and operating realities.

AP also suggests (hat the FSCC biofuels working group would be well placed to develop:

s methads to enaure customars are informed when a manufacturer does not recommend the
use of biodiesel at all, assuming diesel/biodiesel blands will not be labelled on the forecourt;

« & proforma or guideline to streamline .13 approvals for diesel/biodiesal blends above 5%;
and

+ ganeric advice 1o ensure customers are informed of the use of diesel/biodiesel blands on
tha commancemant of conditional fual standards,

If you have any queries regarding this aubmission, please contact Paul Barrell, Deputy
Exacutive Director on (02) 6247 3044, Mr Barrett (s also the fuel producers’ representative on
FSCC,

Yours sinceraly

rJahn Tillay
Exocutive Director




