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IPART MONITORS
THE RETAIL AND WHOLESALE MARKET FOR

FUEL ETHANOL

We monitor the retail market for petrol-ethanol blends, and report on
the effect of IPART's determined wholesale price of ethanol

RETAIL P> The average price of E10 rose
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increases in other fuels.
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E10 remains the cheapest fuel, closely following the price of
other fuels

E10 contains around 3% less energy than other fuels, however it has a higher
octane rating than regular unleaded petrol (94 compared to 91). Depending
on the vehicle, some motorists will be better off buying E10, while others
will need to buy more E10 to travel the same distance compared to regular
unleaded fuel, which may offset the price per litre saving.
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E10is closest in price to regular unleaded petrol

The absolute difference between E10 and other fuels has widened slightly
over time with the price of fuel, but the relative difference between them
has remained similar.
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| Alldata sources, calculations and assumptions in this report can be found in the excel workbook on our ethanol
" market monitoring review web page at wwwi.ipartnsw.gov.au
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https://www.ipart.nsw.gov.au/files/sharedassets/website/shared-files/investigation-compliance-monitoring-transport-publications-ethanol-market-monitoring-201819/spreadsheet-model-ethanol-market-monitoring-201819-october-2019.xlsm
https://www.ipart.nsw.gov.au/files/sharedassets/website/shared-files/investigation-compliance-monitoring-transport-publications-ethanol-market-monitoring-201819/spreadsheet-model-ethanol-market-monitoring-201819-october-2019.xlsm

There are more nozzles for E10 than regular unleaded petrol, consistent
with the ethanol mandate

Similar to last year, of the nozzles dispensing E10 and regular unleaded petrol,
53% dispense E10.

The 2017 amendments to the ethanol mandate require volume fuel retailers to ensure E10 is
as accessible as any other type of fuel. This means:

V¥ making E10 nozzles available across the forecourts of their service stations, in comparable numbers to the
other most available petrol being offered, and

V taking reasonable steps to market E10, including advertising the price of E10 on their main price board along
with other fuel prices.

Volume fuel retailers are a person or business who operates or controls a service station that sells three or more types of
petrol or diesel and sells more than 900,000 litres of petrol and diesel combined per quarter, in two consecutive quarters
and/or operates 20 or more service stations.

Consumers continue to have an effective choice of fuels

Even though the total number of stations offering regular unleaded petrol has fallen since
2016, unleaded petrol continues to place competitive pressure on ethanol prices.
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https://legislation.nsw.gov.au/#/view/act/2016/12/historical2016-04-06/sch2
https://www.legislation.nsw.gov.au/#/view/act/2007/23/part2/sec6
https://www.legislation.nsw.gov.au/#/view/act/2007/23/part2/sec6
https://www.legislation.nsw.gov.au/#/view/act/2007/23/part1/sec4a
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Eig Customer choice is supported by a range of comparison
websites and apps

\/ These help customers identify which service stations sell each type of fuel,
and at what price. This means that it remains relatively easy for consumers to
purchase their fuel of choice even when every type of fuelis not available at
every service station.
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about fuel prices across NSW.

It uses Google Maps to enable
users to find the cheapest petrol
station on their journey and direct @ Fuel Near Me
them to the station. Every service
station in NSW is legally required
to submit its prices to FuelCheck
every time it changes prices.

Ej cnter --.:'.-::l'!':_.".'.-u_'.- stcode
_ | Ethanol 94 (E10) - .. All Brands v |
Website: 1 Remember my st

Average Price Now
Ethanol 94 (E10) @

138.5

a 1.71 CENTS

launched Jun-18 Jun-19
2016 Visits (cumulative)

g
= 600,000

App;

Search Q

| @FUEL |

CHECK

launChed Jun-18 Jun-19
2017 Y1 Downloads
(cumulative)

E10 Fuel for Thought

The NSW Government

also runs the E10 Fuel for
Thought website that allows
customers to determine E10 COMPATIBILITY CHECK

hO\x./ Compatlbl'e their FIND OUT IF YOUR VEHICLE IS E10 READY
vehicle is with E10.
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https://fuelcheck.nsw.gov.au/app
https://fuelcheck.nsw.gov.au/app
https://www.e10fuelforthought.nsw.gov.au
https://www.e10fuelforthought.nsw.gov.au
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Z60% Sales of E10 continue to fall
E10 © Even though ethanol is widely available and competitive

with other fuels, the ethanol mandate has not been met.
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Note Based on the sales volumes reported for NSW in the Australian Petroleum Statistics. This includes sales from
the ACT as well as sales from non-retail outlets and from retail sites not subject to the mandate. Performance against
the mandate by the retailers subject to it would therefore be slightly higher than the total sales from the Australian
Petroleum Statistics.

NSW Fair Trading is responsible for administering and enforcing the biofuels mandate, including Ak
collecting the relevant data from service stations. Nsw

Fair
Trading

-— O The Biofuels Act is currently under review
[ [x]

EEN O & The NSW Government has released a discussion paper on whether the objectives and
the requirements of the Biofuels Act and Regulation remain valid.

The objective of the Act and Regulation is to support the development of a sustainable and
competitive biofuels industry in NSW, to improve environmental outcomes, reduce consumers'
dependence on imported petrol, and support regional development. Biofuels improve
environmental quality by reducing emissions of pollutants and greenhouse gases - E10 fuel
produced in Australia has between two to five per cent lower carbon dioxide emissions than regular
unleaded petrol.

Electric vehicles could also help contribute to meeting these objectives, as their take-up increases.
In addition to reducing consumers' dependence on imported petrol, greater electric vehicle uptake
would reduce both greenhouse gas emissions and urban air pollution from the road transport
sector. This is because they produce no exhaust emissions and use very efficient motors:?

1 Australian Government - Department of Environment and Energy, A National Strategy for Electric
Vehicles, 2019.

IPART.NSW.GOV.AU 05



https://www.fairtrading.nsw.gov.au/consultation-tool/biofuels-act-review
https://www.fairtrading.nsw.gov.au/consultation-tool/biofuels-act-review
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As the take-up of electric vehicles increases, they will
contribute to meeting the objectives of the Biofuels Act

The average running cost of electric vehicles are currently around one-third of
internal combustion vehicles, but the upfront costs are much higher

Prices of electric vehicles available in

$1,920 per year Australia ($AU)
in fuel costs
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15 c/km e -
$300k ®
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$200k
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° °
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Electric Vehicle Internal combustion $50k ® L 00%, (X J

engine
Charging costs are estimated to
be around $1,300 lower than fuel
costs for an average car user over
ayear.

However the starting upfront cost of
$45,000 is significantly higher

While the uptake of electric vehicles has been slow to date, sales of electric
vehicles are expected to rise rapidly in the mid 2020s when they are expected to
match internal combustion engine vehicles on both upfront price and range (distance
travelled between charges).
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WHOLESALE
Since January 2017, IPART has been
ErHANOL required to determine a reasonable
' wholesale price for fuel ethanol,
MARKET 18 under section 17A of the Biofuels
> 018 _19 Act 2007 (Biofuels Act).

Our determined price does not cap
the wholesale price of ethanol. Rather,
if wholesale prices exceed IPART's
determined price, then the Minister
may exempt volume fuel retailers from
meeting the ethanol mandate.

0SSR

We set the ethanol wholesale price
based on what it would cost to buy
ethanol from overseas

We use this approach because there is a high degree of
customer choice between fuels. The wholesale price of ethanol is
constrained because if it is too high, the retail price of E10 would
rise relative to other fuels, and customers would switch fuels.
There is also some competition in the wholesale market. Under
these circumstances, our approach minimises distortion of the
wholesale ethanol market and allows competition to continue

to develop. It provides scope for ethanol producers and fuel
wholesalers to negotiate prices below our determined prices.

One of the reasons we monitor the market is to see whether
there have been any changes in the market that would warrant a
change in how we set the wholesale price.



https://www.legislation.nsw.gov.au/#/view/act/2007/23/part2/sec6
https://www.legislation.nsw.gov.au/#/view/act/2007/23/part3a/sec17a
https://www.legislation.nsw.gov.au/#/view/act/2007/23/part3a/sec17a
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Wholesale ethanol prices have increased over the past few years

Wholesale ethanol prices have followed the price trends for oil and wholesale petrol
prices (measured by terminal gate prices). Because oil and petrol prices are currently

high, there is less downward pressure being applied to wholesale ethanol prices from
the fuel market.

csL 120 IPART determined
ex CIBHS; — wholesale price
excise 110

100

90

80

Implied delivered price
of wholesale ethanol
70

60
Jul2016 Jan 2017 Jul2017 Jan 2018 Jul2018 Jan 2019 Jul2019

The implied wholesale price of ethanol are based on the observed differences in the terminal gate prices for
regular unleaded petrol and E10 (using seven day rolling averages) assuming a blend of E10 between 9% and 10%,
and includes domestic excise on ethanol but excludes GST. It assumes fuel wholesaler margins of between 3
and 12 cents per litre of fuel based on past estimates from the ACCC. However, submissions to our review last year
indicate that the implied priced might be above the prices paid by market participants. The published terminal
gate prices at Dalby Bio-Refinery are also lower than the determined wholesale price. As at 18 Dec 2019, the

published terminal gate price for ethanol for Dalby Bio-Refinery was 98 ¢/L, compared to IPART's determined
wholesale price of 110.4 c/L.2

We encourage Manildra to publish its terminal gate price so we have more information about

whether market prices are likely to be below IPART's determined price.

The ethanol wholesale price set by As the wholesale price of ethanol has increased,
IPART each quarter has remained fairly it has moved closer to IPART's determined price,
stable since we first started setting it in which is based on the cost of importing ethanol
January 2017, ranging from 110.3 cents i from overseas. The top end of our estimated

per litre to 116.7 cents per litre. range has slightly exceeded our determined

price on two occasions, but the bottom end of
the range has remained below.

2 United, Fuel Grade Ethanol TPG, https.//www.unitedpetroleum.com.au/dalby-bio-refinery/fuel-grade-ethanol-
tgp/, accessed 18 December 2019.



https://www.unitedpetroleum.com.au/dalby-bio-refinery/fuel-grade-ethanol-tgp/
https://www.unitedpetroleum.com.au/dalby-bio-refinery/fuel-grade-ethanol-tgp/
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There is some competition between

wholesale suppliers :

5 e
2)S

Manildra is the major fuel ethanol supplier in NSW, but there

$
are another two major producers in QLD. “ Ei}

There is also potential for new entry. A number of other S
ethanol projects have received planning approval in New ethanol producers
South Wales and Queensland. Manildra (NSW)

Dalby Blo-Refinery (QLD)
Several projects have received Government funding to Wilmar BioEthanol (QLD)

progress the development of ethanol production, including:

V¥ The existing Dalby Biorefinery plant, which would be expanded to boost
production by at least a third (an additional 24 to 100 million litres)?

V¥ MSF Sugar's Biorefinery Project on the Atherton Tableland in Far North Queensland,
which would combine sugarcane with blue agave (55 million litres of ethanol biofuel
annually)*

V Ethtec's Hunter Pilot Biorefinery, which is using waste plant matter left over from crop
harvesting and forestry.

3 Queensland Government, Biorefinery expansion fuels jobs, grain demand, June 2017, http.//statements.qld.gov.au/
Statement/2017/6/27/biorefinery-expansion-fuels-jobs-grain-demand

4 Queensland Government, Blue agave planting for biorefinery commences, January 2018, https.//www.statede
velopment.gld.gov.au/news-and-events/blue-agave-planting-for-biorefinery-commences.html

5 John Barilaro Deputy Premier, Work starts on world-class biorefinery for the Hunter, January 2019, https://irp-

cdn.multiscreensite.com/7649c1af/files/uploaded/Deputy%20Premier?%20John%20Barilaro%20%20-%2S0d%20
Turning%20Press%20Release%20-%2018Jan19.pdf

The drought While new entrant producers may be exposed

s 1 to market prices for feedstock, some of the

is likely to . A :
second generation commercialisation projects

increase costs  ,cqr to be from alternative sources (such as
of production yeast and algae) that may not be as impacted
by the drought.

Increases to excise rates on domestic
ethanolis exposing ethanol suppliers

to greater competitive pressure
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is lower than petroleum and
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http://statements.qld.gov.au/Statement/2017/6/27/biorefinery-expansion-fuels-jobs-grain-demand
http://statements.qld.gov.au/Statement/2017/6/27/biorefinery-expansion-fuels-jobs-grain-demand
https://www.statedevelopment.qld.gov.au/news-and-events/blue-agave-planting-for-biorefinery-commences.html
https://www.statedevelopment.qld.gov.au/news-and-events/blue-agave-planting-for-biorefinery-commences.html
https://irp-cdn.multiscreensite.com/7649c1af/files/uploaded/Deputy%20Premier%20John%20Barilaro%20%20-%20Sod%20Turning%20Press%20Release%20-%2018Jan19.pdf
https://irp-cdn.multiscreensite.com/7649c1af/files/uploaded/Deputy%20Premier%20John%20Barilaro%20%20-%20Sod%20Turning%20Press%20Release%20-%2018Jan19.pdf
https://irp-cdn.multiscreensite.com/7649c1af/files/uploaded/Deputy%20Premier%20John%20Barilaro%20%20-%20Sod%20Turning%20Press%20Release%20-%2018Jan19.pdf
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Producers and retailers are still negotiating under IPART's
determined price so our determined price is not impacting the
retail market for ethanol.

This is consistent with the objective of our approach - by determining prices
based on the cost of importing ethanol from overseas, we have tried to minimise
the distortion in the wholesale market to help competition develop.

As competition in the retail market constrains the price of E10, we do not consider
that there have been significant changes that would warrant a move away from
our approach to determining wholesale prices.

Now that IPART's wholesale determinations have been in place
for several years, we will determine and monitor prices less
frequently.

Since we have started setting wholesale ethanol prices, there have not been
significant changes in the market, and our determined prices have been fairly
stable. Our price has not been used when applying the exemption framework for
meeting the ethanol mandate.

Given these factors, less frequent reporting and determinations would help
reduce some of the regulatory costs associated with the ethanol mandate. We
will determine the price of wholesale ethanol annually and monitor the market
every two years.

here can | find out more mformat; n
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» Our calculation methodology for determining wholesale ethanol p
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» IPART's current determined price of ethanol

» About the ethanol mandate

All data sources, calculations and assumptions in this re
can be found in the excél workbook on our ethanol matr
®monitoring review wef
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https://www.ipart.nsw.gov.au/Home/Industries/Transport/Ethanol/Wholesale-ethanol-price-determinations
https://www.e10fuelforthought.nsw.gov.au/history
https://www.ipart.nsw.gov.au/Home/Industries/Transport/Reviews/Ethanol/Ethanol-Market-Monitoring-201819
https://www.ipart.nsw.gov.au/Home/Industries/Transport/Reviews/Ethanol/Ethanol-Market-Monitoring-201819
https://www.ipart.nsw.gov.au/Home/Industries/Special-Reviews/Reviews/Ethanol/Maximum-price-for-Wholesale-Ethanol-in-NSW/22-Dec-2016-Final-Report/Review-of-a-maximum-price-for-wholesale-ethanol-in-automotive-fuel-blends-December-2016 
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(@) coat of arms, logo, trade mark or other branding;

(b) third party intellectual property; and
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this publication is licensed under the Creative Commons

@@@ Attribution-NonCommercial-NoDerivs 3.0 Australia Licence. The
licence terms are available at the Creative Commons website:
https.//creativecommons.org/licenses/by-nc-nd/3.0/au/legalcode

IPART requires that it be attributed as creator of the licensed material in the following
manner: © Independent Pricing and Regulatory Tribunal 2019.

The use of any material from this publication in a way not permitted by the above licence
or otherwise allowed under the Copyright Act 1968 (Cth) may be an infringement of
copyright. Where you wish to use the material in a way that is not permitted, you must
lodge a request for further authorisation with IPART.

Disclaimer

IPART does not guarantee or warrant, and accepts no legal liability whatsoever arising
from or connected to, the accuracy, reliability, currency or completeness of any material
contained in this publication. Information in this publication is provided as general
information only and is not intended as a substitute for advice from a qualified professional.
IPART recommends that users exercise care and use their own skill and judgment in

using information from this publication and that users carefully evaluate the accuracy,
currency, completeness and relevance of such information. Users should take steps to
independently verify the information in this publication and, where appropriate, seek
professional advice.

Nothing in this publication should be taken to indicate IPART's or the NSW Government's
commitment to a particular course of action.

ISBN 978-1-76049-392-9

The Tribunal members for this review are:
Ms Deborah Cope
Ms Sandra Gamble
Ms Anna Brakey

Enquiries regarding this document should be directed to a staff member:
Jessica Robinson (02) 9290 8405 or Fiona Towers (02) 9290 8420

v The Independent Pricing and Regulatory Tribunal (IPART)
— IPART provides independent regulatory decisions and advice to protect
IPART nde .
B 4 and promote the ongoing interests of the consumers, taxpayers and citizens
R e e of NSW. IPART's independence is underpinned by an Act of Parliament.

Further information on IPART can be obtained from IPART's website:
https.//www.ipart nsw.gov.au/Home.
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