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Welcome to ‘LigBio’ the newsletter dedicated to Liquid Biofuels news in New Zealand .

In this issue we note the welcome news that the New Zealand Biodiesel Grant Scheme
has been extended up to and including B100. This is great news for New Zealand pro-
ducers and their customers especially those who have already taken the step to using
higher blends.

Also in this issue we note a number of stories on the sustainability front and in relation
to subsidies. While the German industry suffers as incentives have been lost, the Aus-
tralian biodiesel industry faces a struggle as US competitors are able to take advantage
of US export and AU import subsidies to virtually make it impossible for local producers
to compete and put the four producers that make up the AU industry at risk. While the
risk is acknowledged by the AU Government, the time necessary to solve it may be
more than the industry can survive.

We highlight EECA’s efforts to work with producers to disclose the sustainability creden-
tials of their product and also we feature the EU Sustainable Biofuel Criteria. Billed as
voluntary, in reality only biofuels that carry sustainability labels will be allowed to count
towards national targets requiring 10 per cent of EU road fuels to come from renewable
sources by 2020.

This issue of LigBio also notes recent BANZ research on users of biofuel, their experi-
ences and the details of what they are using and in what kind of vehicle. The response
has been overwhelmingly positive with a clear indicator that producers are working di-
rectly with their clients to assist them to be comfortable with the use of biofuel in their
vehicles.

One of the most exciting uses is by Rally Car Driver Matt Summerfield, evidence that his
biodiesel fuelled car performs well.

BANZ has also been developing options for a Biofuels Accreditation Scheme—more de-
tails in the next issue of LigBio.

Andre Hamman, Convener of the BANZ Liquid Biofuel Interest Group

Biodiesel Grant Scheme gets long-awaited extension

There was relief for many in early July when the government announced that the criteria in the Bio-
diesel Grant Scheme would be extended beyond the current B20 blend and will be applied up to an includ-
ing B100. BANZ have been pursuing such an extension for some time and noted in their press statement

about the extension that for many in the sector it “may just be what is needed to keep them in busthess

BANZ has supported the government initiative from the outset and congratulated the Minister for this deci-
sion. BANZ has noted in previous communications to the Minister that perversely, the Grant Scheme incent-
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-ivised some users of biodiesel blends around the B40 and B60 level to reduce to B20 blends—the subsidy simply
made the B20 blend more financially attractive. In reality, the Scheme criteria were actually limiting market
growth and consumer choic®lith this change to the Scheme criteria (effective from 1 July), BANZ expects com-
mitted users to increased their blends and for demand to grow.

But its not all good news. Whilst the short to medium term industry growth stimulus is welcomed, BANZ says
consideration should also be given to the longer term larger scale projects which need significant capital invest-
ment in process equipment and distribution infrastructure. The current Biodiesel Grant Scheme is set to lapse
within two years and as such is too short a timeframe for the scale of investment required.

Brian Cox, BANZ Executive Officer, has also noted that BANZ believes that a longer term strategy is needed to
unlock the Bioenergy potential of New Zealand in order to:

e provide an attractive capital investment environment,

e maximize the job creation opportunities for New Zealanders,

¢ reduce our reliance on imported fossil fuels and improve security of supply,
o fully utilize the biomass opportunity in NZ,

o fully harness the opportunity to mitigate our GHG emissions, and

o fully enable producers to sell their product for a range of end uses.

BANZ media statement . Minister’s statement

Motor vehicles and biofuelsuset ¢ K| 1 Qa @& 2 dzNA K

A recent survey undertaken but BANZ set out to establish what New Zealanders were using biofuels for, what
blends they are using and what their experiences were.

BANZ Executive Officer Brian Cox explained, Q2 S ¢ SNX LJX Sl al yidfeé &Adz2NLINARASR o8&

from the everyday commute to several tourist operations on land and sea, bus fleets, taxis, haulage trucks and

of course most excitingmotor sport rallyingsee page 5 for details on Matt Summers]. It demonstrate the

flexibility of the fuel and the performance. Blends used were across the board with biodiesel used from B5 to
Mman FYR Y2ad 0A2S0OKFy2f NBLR2NIA& G 9mn odzi ALK &

The survey is part of a new initiative on the BANZ Liquid Biofuels web-site setting out information for drivers

and biofuels. Mr Cox added, W ¢ K S NB A ad@informatfor2ailit th2r& abduk using biofuels and BANZ is keen

G2 LINPOARS a2YS AyF2NXIGAZ2Y 2y Wl Oldzt SELISNASYOS
dressed when switching to biofuels but they are not insurmountable. The majority of problems encountered by
users we spoke to were fuel filter plugging and the formation of gels in relation to biodiesel use. But, as | say,
these problems were curable and in the main @perative approach between the producers and the users

seems to be working out well. That said, we always advise people to check with their vehicle manufacturer first.
28 KI @S 02ttt SOGSR dzaSNB SELISNASYyOSa F2NJ Aff dza G NI GA
The recent announcement on the expansion of the Biodiesel Grant Scheme will work well for a number of users

who are opting for the higher biodiesel blends. The information on motor vehicles and biofuels will be available

on the BANZ Liquid Biofuels web-site soon.. Check for details.

The BANZ survey will run for some months. We are particularly keen to increase the number of responses from peo-
ple using bioethanol. More details about the survey . Tell us of your experiences using this
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German biofuels stagnate without incentives

Commentators advise that the use of ethanol and biodiesel in Germany will stagnate for the next few years be-
cause of insufficient government incentives. Biofuels will make up about 58 6 % of total transportation fuels in
the period, little changed from 2009. Biofuel and biodiesel made up 5.4% of total transportation fuels last year in
Germany. Use of biofuels has fallen in Germany after the government eliminated tax exemptions for consumers.

At the beginning of this year, the German industry reported that it expected to operate at around 50 % of capacity

in 2010 as taxes are making the green fuel too expensi v
pacity biodiesel industry (Europe's largest), is estimated to have produced about 2.5 million tonnes in 2009, down

from 2.7 million tonnes in 2008. The same level of capacity use in 2010 is expected. The industry is facing a dra-

matically poor outlook with more plants being taken out of the market. About half of the 49 German biodiesel

plants were not working at all and many of the operational plants were producing well under capacity. Although

the German government initially said it would review green fuel taxes to stimulate biofuel sales, it only froze the

taxes, it did not cut them. "This will not be enough to simulate the B100 (petrol station) market. Sales of B100 fell

sharply in 2009 and the tax freeze will not be enough to create an improvement in 2010." said Elmar Baumann,

chief executive of German biofuels industry association VBO.

European Guide to sustainable biofuels procurement for transport

The transport sector generates nearly one third of the COz emissions in the European Union (EU), and emissions are
increasing. To boost the introduction of biofuels in the transport sector, the EU has set a target that 10% of all fuels,
based on energy content, should be renewable by 2020.

Public sector demand can be an important driver to increase the number of cleaner vehicles on the market. Every year,
about 110,000 passenger cars, 35,000 trucks and 17,000 buses are purchased by public authorities in the EU. The
public sector alone accounts for almost one third of the European market for buses. Public sector purchases can also
help to solve the chicken and egg problem for biofuels, no available vehicles and no available fuel.

In October 2008, the European Parliament endorsed a proposal from the European Commission that requires all public
and private authorities, who contract for public transport, to consider the environmental impact of the vehicles they pur-
chase in addition to their price.

The purpose of the 6Guide to Sustainable Biofuels Procurem
ties and other actors intending to purchase and use sustainable biofuels for transport. It highlights the current discus-
sion on sustainable biofuels and provides advice for other challenges related to implementing biofuelled transport.

The Guide can be downloaded from the BANZ Liquid Biofuels web-site

Biofuel future is wood says PCE

The latest report from the Parliamentary Commissioner for the Environment, Dr Jan Wright, is calling for a more strate-
gic approach to biofuels. The report, entitled ASome biof
various biofuels and biofuels policy at a time when climate change is focusing attention on renewable energy.

Dr Wright says that if biofuels are to play a significant role in our energy future then drop-in biodiesel made from wood

|l ooks |ike the way to go. fACurrent biofuels are | imited by
stocks. But wood is plentiful and can be made into fuel that can be dropped straight into fuel tanks without blending.
AFocusing on biodiesel is particul ar Iiytfuelsnoprérucksdrairts, trackorsdi e s e |

and fishing boats. o The report was triggered by Dr Wright

BANZ largely agreed with the findings of the reportd its been a given for some time that the long term future for biofuels
is the use of cellulosic feedstocks. But, and there is a but, BANZ notes that we are not there yet by any stretch and that
wit hout focusing on the here and now and making todayb6s bi

ture that Dr Wright is talking aboutl.t d8sExiempuatln vanOftiocamde
current feedstocks meet our current needs, they are just a stepping stone to the large volumes a growing market
woul d need. I n New Zeal and, these 0l argedé volumes can

The full PCE Report is available

BANZ Media Statement
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EU sets out Sustainable Biofuel Criteria

In mid June the European Commission released two communication documents clarifying how member states
should implement the biofuel components of the Renewable Energy Directive when they come into effect at the
end of this year.

The communications call on governments to set up independently verified certification schemes designed to
ensure biofuels are produced in an environmentally sustainable manner.

While the new certification schemes are being billed as voluntary, but the European Commission signaled that
only biofuels that carry sustainability labels will be allowed to count towards national targets requiring 10 per
cent of EU road fuels to come from renewable sources by 2020. The condition means that the sustainability cer-
tification will, to all intents and purposes, become mandatory for biofuels produced in the EU or imported into
the region.

The proposed "Recognised by the European Union" label will only be awarded to biofuels that can demonstrate
that they deliver greenhouse gas savings of at least 35 per cent compared with petrol and diesel. The target,
which covers methane and di-nitrous oxide as well as carbon dioxide, will rise to 50 per cent in 2017.

Biofuel firms carrying the label will have to submit to regular independent audits of their entire supply chain,
from farmer through to fuel supplier. They will also have to demonstrate that the fuel has not been produced in
environmentally sensitive areas, including protected areas, natural forests, wetlands and peatlands. Significantly,
biofuels made from palm oil grown in converted forest plantations will not be able to qualify for the label.

The Commission has indicated that it was already in contact with many companies and organisations interested
in setting up certification schemes based on the EU's new guidelines. The directive comes into full effect in De-
cember.

There have been calls for more information on how the European Commission plans to measure biofuel emis-
sion savings against emissions from fossil fuels. Its expected that the new labeling scheme could have a major
impact on for some countries in the EU. While many companies have been required to report on the origins of
their biofuels a mandatory sustainability scheme was not in place. Its noted that recent figures from the UK’s
Renewable Fuel Association released at the start of the year revealed that while the amount of "sustainable"
biofuel being imported to the UK has increased, about 42 per cent of the previous land use for biofuels was still
"unknown" and only a relatively small proportion attained independent sustainability certification. Clearly there
would have to be significant changes if the UK industry is to comply with the new EU standards.

Further details from the European Commission web-site

New Zealand Biofuels Sustainability Information

As we all know, biofuels vary in the way they are produced with differing impacts on climate change, the envi-
ronment and people. In order to provide New Zealanders with confidence that they are using sustainable biofu-
els, EECA has established a framework which allows biodiesel producers and retailers to report on the environ-
mental credentials of their products.

Information is currently available by the following producers—Biodiesel New Zealand, Environ Fuels, NZ Ester
Fuels and Anchor Ethanol Ltd. Details have been provided on the biofuel / blend, the feedstock type and its ori-
gin and the ghg emission reductions relative to fossil fuels. In some cases producers have also supplied a sup-
porting statement. Details of the calculation methods used are available on the EECA web-site


http://www.europa-eu-un.org/articles/en/article_9853_en.htm
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Biodiesel and Motorsport Rallyingt yeah right!

compete in the New Zealand National Rallying Championships.

Matt drives a Skoda Fabia RS 1.9 TDI 2005 in the National Championships. There are 5 rounds all over New Zea-
land (from May - Sept each year) and the car is using a B10 blend as per Motorsport NZ Regulations. Each
round in the Championships is approx 600 - 800 kms. The B10 used in Matt’s Skoda Fabio is supplied by South
Island company Kiwi Fuels ( ) and is a blend of used and virgin canola oils. Kiwi Fuels Com-
mercial Manager Mark Phibbs reports that the car is performing very well with more mid range power and
torque; less engine noise; and that emissions have been reduced by up to 45%.

Follow Matt’s progress at

Biofuel Clusters set to grow?

Following on from the success of the Queenstown initiative, EECA facilitated a meeting at Blenheim's Marlbor-
ough Convention Centre, where representatives from Marlborough's major industries were asked to consider
forming a regional consortium.

Marlborough company Safe Air is turning to biodiesel to power ground-based machinery, as Marlborough in-
dustries announce they will look to form a consortium to bulk buy biodiesel and help reduce their carbon foot-
print. Safe Air is an aviation maintenance, repair, overhaul (MRO), design and manufacturing business with
capability for engines, airframes and components. Safe Air sustainability manager Dean Greenhill last night an-
nounced the company had contracted to buy about 6000 litres of biodiesel initially.

Safe Air would use biodiesel to fuel machinery including forklifts, tractors and trucks, then consider buying new
generation light vehicles like trucks and vans which could be fuelled by a biodiesel mix, Mr Greenhill said.

"Increasingly, to export into Europe any business has to show what they are doing to be sustainable," he said.
Marlborough consortium co-ordinator Kevin Parker of Vine Gas said advantages included sustainability certifi-

cation and branding, resilience to fluctuating oil and carbon prices, reduced greenhouse gas emissions and
Emissions Trading Scheme deductions.
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Subsidy double whammyT AU biodiesel producers under threat

Australiads biodiesel producers face being replaced
Until last December, $US1 a gallon - about 30¢ a litre - was offered as a subsidy to US producers of biodiesel
destined for domestic and international markets. Legislation to extend the subsidy, which would be retroactive to
January 1 this year, is before the US Senate and is widely expected to be passed in some form.

At the same time the Australian government offers a cleaner fuel grant of slightly more than 38¢ a litre to local
producers and importers. That grant expires at the end of this financial year.

After the benefits offered by both countries, US suppliers can sell biodiesel into Australia at between 70¢ and
80¢ a litre. Local counterparts cannot discount prices below $1 to $1.10 a litre, which means tight profit margins.

This has resulted in US exporters dumping tens of millions of litres of biodiesel into Australia. Although the US
subsidy is not being offered just now, a lot of biodiesel already produced under the regime is heading to Austra-
lia. Importers are also hedging their bets on the US Senate extending the subsidy and applying it retroactively
for the biodiesel industry, a segment of the US economy worth $US71 billion ($A84 billion) and predicted to grow
to $US247 billion by 2020.

The Biofuels Association of Australia says 20 million litres of US biodiesel has entered Australia so far and an-
other two orders of 25 million litres each are on the way. For a market that supplies about 100 million litres a
year in Australia, and is reported to be a multibillion-dollar industry, it has taken its toll, with Australian production
more than halved in some instances.

Last year the European Union slapped an additional tax on importers bringing in cheaper US biodiesel. The EU's
view is that it is unfair for the US to entice other countries to buy its biodiesel through subsidies when it bans
such products with similar subsidies entering the US.

With the EU action in mind, Chris Attwood, General Manager of Biodiesel Producers lodged a complaint with the
Australian Customs and Border Protection Service to defend his business and that of the relatively small industry
in Australia, which has just four producers. The government released a report last month ordering a full investi-
gation after finding that the impact on Biodiesel Producers was "not negligible" and said "given the company
represents between 60 and 70 per cent of the Australian [biodiesel] manufacturing industry, it is reasonable to
conclude that the Australian industry has suffered as a whole".

Biofuels Association of Australia chief executive Heather Brodie says that despite the concession it will take 60
days before the government can give a preliminary opinion and November 24 before the investigation result
reaches Resources Minister Martin Ferguson. "Importers are bringing the product in for about 72¢ a litre,
whereas we are buying feedstock for about 92¢ a litre. There is only so long that you can wear that."

Full press release

Membershipt Liquid Biofuel Interest Group

Membership of the Liquid Biofuel Interest Group (LBIG) is open to Members of BANZ. If you are interested in Mem-
bership please contact Connie Crookshanks.

¢ Individual Members interested in Membership of an Interest Group are subject to a charge of $100 per Group.
e Associate and Corporate Members are permitted to have Membership of at least one Interest Group included in
their Membership fee.

The Bioenergy Association of New Zealand Inc. (BANZ) comprises companies, research organisations and individuals who
have an interest in markets for converting biomass or biomass residues into energy. To receive this newsletter regularly
contact Connie Crookshanks for membership details. See here for more info.
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