Biofuel Bill
National Minority Report

The biofuels policy provided for in this Bill fails to heed the widespread international concern about mandatory sales obligations and particularly their effect on food supply, biodiversity and recent research showing minimal real reductions in greenhouse gas emissions.

National is concerned that in proceeding with this Bill, the Government is ignoring the advice of the OECD Roundtable on Sustainable Development, the UK House of Commons Environmental Audit Committee Report, the G8 Conference of Legislators, the UK Chief Scientist, the UN Food and Agriculture Organisation, the Royal Society, the World Bank and the United Nations Secretary General all of whom have expressed serious concerns about biofuels.

National is particularly concerned that the advice of New Zealand’s Parliamentary Commissioner for the Environment that the Bill not proceed, is being ignored.  This advice notes that biofuels pose a risk to New Zealand’s clean green image.  The Commissioner wisely notes the huge difficulty and cost in verifying the sustainability of imported biofuels and the risk of monopoly pricing with mandating a limited domestic supply.

The Committee attempted to resolve the issues over food supply, biodiversity and the questionable reductions in emissions by requiring “sustainable” biofuels.  Legislators have been struggling with the definition of sustainability for twenty years and the Committee has been no more successful in giving it clear and precise meaning.  The Committee has opted to pass the problem onto officials who are to resolve this fundamental issue through regulations.  Officials are being given a hospital pass.

Officials initially told the Committee that setting a sustainability standard would take until 2011.  This is consistent with the European timeline for developing their biofuel sustainability standard.  This timeline is not surprising given how complex it is to define and measure direct and indirect effects on emissions, food supply and biodiversity.  The assumption in the Bill that New Zealand is able to quickly resolve this, despite years of angst in far larger countries, is naive and unwise.

The Bill is seriously flawed in its timing.  The biofuels sales obligation is to take effect on 1 October 2008, yet the sustainability standard will not come into effect, at the earliest, until 1 July 2009.  There is no guarantee it will come into effect then, as all the Bill requires is for the Minister to notify the House by 30 June 2009 as to why a sustainability standard for biofuels has not been implemented.  National is sure, whomever becomes the next Government, that this cannot be done properly in the timeframe of the Bill. 
It is madness that the mandatory sales obligation comes into effect before the regulations defining what sustainable biofuels are.  Climate change is a long term issue.  The Bill is only requiring 0.5% of biofuels for the first year and the environmental benefits are negligible.  National can only conclude that this deliberate placing of the cart before the horse is for political reasons.  

The major problem of proceeding with the requirement for biofuels before the standards are set is that expensive investments in infrastructure have to be made without knowing the rules of what fuels from what sources are to be acceptable under the legislation.  National attempted to advance a simple amendment that required the standards to be set before the mandatory sales obligations could take effect but this was not successful.

A further mess in the policy is the incentive to use ethanol over biodiesel to meet the mandatory sales obligation.  Ethanol has no greater environmental benefit over biodiesel yet receives a 42 cents/litre advantage by being exempt from excise tax.  These two fuels should be treated equally and this should be resolved prior to fuel suppliers making long term investments in meeting their biofuels obligations.  Instead this problem is being deferred until 2012. 

National’s final concern is cost.  Officials advised that every cent per litre on fuel cost New Zealanders an additional $60 million per year.  At a time when families are under extreme budgetary pressure from rising food, housing and energy costs, Parliament needs to be very sure that any additional costs are well justified.  It also needs to consider the wider economic effects of contributing to inflationary pressures.
Submitters’ estimates on the cost of this Bill ranged from biofuel suppliers of 1.5 cents/litre to fuels companies estimates of 7 cents/litre.  A midrange figure of 4 cents/litre is reasonable and amounts to a $240 million per year cost to the economy.  This annual cost is significantly out of step with the amounts being spent on greenhouse gas emissions from animals ($5 million per year) solar water heating ($4 million per year), geothermal energy ($1 million per year) and tidal energy ($1 million per year).    
National also notes that this biofuels policy contradicts the underlying principles of an emissions trading scheme (ETS).  The scheme will equally assist carbon emission reductions across various sectors and does not play favourites.  When implemented, an ETS will give further price advantage to biofuels and we question why biofuels justify double assistance from an ETS as well as a biofuels sales obligation.  This point is particularly relevant when fossil fuels have increased so dramatically in price over the past six months, substantially improving the economic viability of biofuels.

National concludes that this Biofuel Bill is very poor public policy.  It has high costs for small, if any, environmental benefits.  There is no certainty that the sustainability issues can be resolved.  It is irresponsible to be proceeding with the compulsory biofuels requirement ahead of implementing the necessary regulations.  National strongly opposes the passage of this Bill. 
