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SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT  
REFERENCES COMMITTEE 

Inquiry into Australia's transport energy resilience and sustainability 

Public Hearing  

Monday, 2 February 2015 

Sydney, NSW 

Questions Taken on Notice – Engineers Australia 

1. HANSARD, PG 6 

Senator LAMBIE: I just have one more question. I just go back to the coal to liquid. As you 
know, Germany ran their war effort on coal to liquid. At what cost per barrel does coal to liquid 
become unviable? We have to look at options. That is why I am asking you about nuclear power 
and things like that. We must cover all our options here in Australia; we have no choice. 
Mr Greet: On the economics of it, I would have to take it on notice. Sorry. I cannot tell you 
straightaway. That is a changing figure too. 
 
Answer: 
Coal liquefaction is a process to convert coal to hydrocarbon products (liquid and gas).. A 
current Australian example of Coal liquefaction is the  Arckaringa Project by  Linc Energy which 
is an Australian energy company specialized on a coal-based synthetic fuel production. The 
project is expected to cost in the order of $AUD100Billion and contribute somewhere between 
100 to 200 Billion barrels of oil equivalent products. 
Investment in coal to liquid is currently viable between $AUD80 to $AUD120 per barrel (Brent 
Crude Oil). General evidence suggests it is not viable at $AUD160 (Brent Crude Oil) This is very 
similar to the investment profile for LNG and Coal Seam Gas projects because of the similar 
investment in infrastructure required.  Biofuels investment profile is currently lower at $AUD60 
to $AUD80 per barrel (Brent Crude Oil) because of the reduced complexity of infrastructure.1 
A deeper analysis in answer to the full economic viability of coal liquefaction should consider: 

• The future competition for demand between different sources of energy.  
• China’s influence on future markets through investment in coal to Synthetic Natural Gas.  
• Regional influences on the investment profile for competing technologies. 
• Commercial investment demands such as availability of capital, return rate and taxation. 

The market requires stability and a price at around $80 to $120 for Coal liquefaction to be a 
viable investment in current conditions. 
 

1 Various sources:  US Department of Energy, ACIL Allen, Professor S. Chu, WEO Energy Outlook 2013. 
                                                           



SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT  
REFERENCES COMMITTEE 

Inquiry into Australia's transport energy resilience and sustainability 

Public Hearing  

Monday, 2 February 2015 

Sydney, NSW 

Questions Taken on Notice – Energy Supply Association of Australia 

1. HANSARD, PG 8 

CHAIR: You talked about plug-in technology for electric cars. How widespread is the network 
for someone to pull up at a bowser? 
Mr Donoghue: That is dependent to some extent on how fast you wish to charge your vehicle. 
Many of the vehicles available can be charged from a standard electrical socket, but that will 
take some time—potentially 10 to 12 hours. 
CHAIR: Like in the garage? 
Mr Donoghue: Yes. That could take some considerable time. Generally we would expect that 
users of these vehicles would want opportunities to charge their vehicles faster, and potentially 
on the street, or during longer journeys. That requires faster charging infrastructure. At present 
there is relatively little of that. Some have been put in where there have been trials carried out 
in various parts of the country. There are a few in Melbourne, a few in Canberra and I believe 
there are even a few on Kangaroo Island, in South Australia. But at present they are not very 
widespread. Realistically, they would need to be to encourage the widespread take-up of such 
vehicles. 
CHAIR: Why haven't your members made it widespread? 
Mr Donoghue: There is a bit of a chicken and egg at play. Obviously if users wanted their own 
private chargers at home or at a business location, that would be their business to pay for it. But 
in terms of facilitating it through public infrastructure, it is simply the case that the investment 
case would not be justified by the likely use with the number of vehicles. 
CHAIR: The demand for it is obviously not there at this stage, otherwise one would think you 
guys would be jumping onto it. How much does it cost to set it up? 
Mr Donoghue: I do not have a figure. I can take that on notice, if you like. 
 
Response 
The cost of installing EV charging equipment varies with the location and type of charger 
installed (e.g. fast charger. Installation costs vary significantly depending on the surrounding 
environment and existing electrical infrastructure. As such, the figures cited in the table below 
are based on publicly available examples of installations.  
 
 



Type of charger Charger cost Installation cost Total 
Home (BMW i3)1 $1,750 $660 $2,360 
Fleet/Workplace $1,790-2,1902 $1,9103 $3,700-4,100 
Street $4,9904 $15,000-25,0005 $24,990-34,990 
Fast Charge $20,000-30,0006 $10,0007 $30,000-40,000 
 

2. HANSARD, PG 8 – 9  

CHAIR: If you could give us an idea on that. How long does it take, on average, to charge a car 
overnight in your own garage at home. 
Mr Donoghue: It depends entirely on the type of charger and the size of the battery. With a 
large battery, and using relatively low voltage, it could be 10 to 12 hours, although that is 
probably compatible with most people's vehicle use. We have done some calculations on what 
we call an 'e-litre'. To put it on the same level as the price of petrol at the pump—and obviously 
it depends to some extent on the fuel efficiency—roughly speaking the equivalent of a litre of 
petrol, in terms of how far you would be able to drive on it, would be 60c, if you have a flat tariff. 
But, obviously, if you had such a vehicle you would probably be interested in taking up an off-
peak tariff option and that would be more like 40c at current prices. 
CHAIR: For my benefit or the committee's benefit, do you have a breakdown—you can take it 
on notice and email it to us—of which vehicles and how long they take to charge up? Or does the 
manufacturer have that information? You guys have got to have some idea. 
Mr Donoghue: As I say, it is a combination of both the vehicle and the type of charging 
infrastructure, but I am sure we could get some indicative figures. 
CHAIR: I reckon you are very, very good at what you do, but you are a lousy electric car 
salesman because, if you had those figures, you would be throwing them at us at 100 million 
miles per hour, especially considering that I have just returned from China where they blow that 
stuff. So if you could get that for us. 
Mr Donoghue: Just to give you an example, the Tesla Model S has a pretty big battery and 
probably has the largest range of any electric-only vehicle. Tesla's own chargers can charge it up 
to 80 per cent in under an hour. 
CHAIR: Okay. If you could take that on notice for us. 
 

  

1 BMW i3 Charging 360° Electric Last accessed 6 February 2015. 
2 E-station.com.au, e-Station Home Or Office Charge Stations. Last accessed 6 February 2015. 
3 Victorian Government, EV Trial Mid-Term Report, p72, median cost. 
4 e-station.com.au, Street Charging. Last accessed 6 February 2015. 
5 Victorian Government, op. cit., p82. 
6 e-station.com.au, e-Station Fast Charge AC/DC e-Bowsers. Last accessed 6 February 2015. 
7 University of WA, 12 November 2014, ‘New fast-charging station for electric vehicles at UWA’ 

                                                           

http://www.bmw.com.au/com/en/newvehicles/i/world/360_electric.html
http://e-station.com.au/homesoffices/
http://e-station.com.au/street/
http://e-station.com.au/chademo-fast-charge/
http://www.news.uwa.edu.au/201411127146/business-and-industry/new-fast-charging-station-electric-vehicles-uwa


Response 
Vehicle Type of charge Time 
Holden Volt8 Trickle (240V/6A) 100% in 10 hours 

Normal (240V/10A) 100% in 6 hours 
ChargeSpot (240V/15A) 100% in 4 hours 

Nissan Leaf9 Quick charge 80% charge in 30 minutes 
Normal (240V/10A) 100% in 7-8 hours 
Trickle charge (240V/6A) 100% in 14 hours 

Tesla Model S (85kW)10 Supercharger network 80% charge in 40 minutes 
100% in 75 minutes 

BMW i311 Fast charge (ChargePoint 
network) 

100% in 3 hours 

iWallbox Pure (home charger) 100% in 6 hours 
Mitsubishi Outlander PHEV12 Normal (220-240V/15A) 100% in 5 hours 
 

3. HANSARD, PG 10 – 11  

Senator LAMBIE: Mr Donoghue, I think we have all pretty much come to the conclusion that the 
one that makes the smallest, most compact battery that can store the most energy is going to be 
the world leader. So my question to you would be: what government incentives are in place to 
help our universities and IT companies to manufacture these batteries and the batteries for the 
future? How much funding is going to our universities and our IT experts to make sure that we 
can get out in front with this or at least to help us to see if we can be the leading country in the 
world when it comes to battery storage? 
Mr Donoghue: To give you a figure, I would have to take that on notice. Certainly storage is an 
area that ARENA, the Australian Renewable Energy Agency, is very interested in, given that it is 
a form of technology that fits well with the intermittency of renewable technologies such as 
wind and solar. So certainly there are opportunities there. I would have to take on notice how 
many of their funds have been committed to storage projects, but there certainly is activity in 
that space. CSIRO is also active in battery research. 
 
Response 
It is challenging for us to provide information on the total amount of funding available through 
various government programs that could be or has been allocated to research into battery and 
storage technologies. It appears that such information is not in the public domain. An answer to 
this question is better sought from the government agencies responsible for allocating funding. 
Additionally, the Australian Renewable Energy Agency (ARENA) has provided a list of the 
projects they have funded that involve components of storage and battery technologies. This is 
included at Attachment A.  

8 Holden, Volt Specifications. Last accessed 6 February 2015. 
9 Nissan, Nissan Leaf Overview, Last accessed 6 February 2015. 
10 Tesla, Supercharger. Last accessed 6 February 2015. 
11 BMW, BMW i3 Charging 360° Electric Last accessed 6 February 2015. 
12 Mitsubishi, Mitsubishi Outlander PHEV Specifications. Last accessed 6 February 2015. 

                                                           

http://www.holden.com.au/cars/volt/range%23range-specifications
http://www.nissan.com.au/Cars-Vehicles/LEAF/Overview
http://www.teslamotors.com/en_AU/supercharger
http://www.bmw.com.au/com/en/newvehicles/i/world/360_electric.html
http://www.mitsubishi-motors.com.au/vehicles/outlander-phev/specifications


ARENBA 
project type

Sub‐category Company Project Name Project Aim ARENA Funding provided/committed Link

R&D CST ANU 
High‐temperature solar thermal energy 
storage via manganese‐oxide based redox 
cycling

Develop a novel high‐temperature thermochemical energy storage system for 
concentrated solar power generation.  $                                                        1,193,534 http://arena.gov.au/project/high‐temperature‐solar‐thermal/

R&D CST Barbara Hardy Institute  Development of high temp phase change 
storage syst & test facility

To demonstrate the financial viability of high temperature thermal storage systems.  $                                                           689,500  http://arena.gov.au/project/development‐of‐a‐testing‐facility‐for‐storing‐heat‐from‐solar‐energy‐at‐high‐temperatures/

R&D CST CSIRO  Advanced solar thermal energy storage Develop and demonstrate reliable high temperature storage systems/heat transfer 
mediums to overcome CSP intermittency

 $                                                        3,538,846 http://arena.gov.au/project/advanced‐solar‐thermal‐energy‐storage‐technologies/

R&D CST CSIRO  Australian Solar Thermal Research 
Initiative (ASTRI)

Deliver the next wave of CSP cost reductions to deliver solar electricity at between 9‐12 
cents per kWh.

 $                                                      35,000,000 http://arena.gov.au/project/astri‐australian‐solar‐thermal‐research‐initiative/

R&D Tool development CSIRO  Virtual Power Station 2
To develop an energy optimisation solution for distributed networks which coordinates 
load, energy storage and solar export within residential and small commercial sites as well 
as to develop coordination algorithms that aggregate multiple sites.

 $                                                           850,000  http://arena.gov.au/project/virtual‐power‐station‐2/

R&D Battery technology UTS  Develop lithium‐sulfur batteries for large‐
scale electrical energy storage

To develop improved lithium‐sulfur batteries with capabilities for renewable energy 
storage.

 $                                                           750,000  http://arena.gov.au/project/lithium‐sulfur‐batteries‐for‐large‐scale‐energy‐storage/

Study CST  Abengoa Solar Power Australia  Perenjori Dispatchable Solar Thermal 
Power Project

Preparatory activities for a proposed 20MW molten salt solar demonstration tower with 
thermal energy storage and gas‐fired back‐up.

 $                                                           449,718  http://arena.gov.au/project/feasibility‐study‐for‐perenjori‐20mw‐dispatchable‐solar‐tower‐project/

Study CST AUSTELA Potential Network Benefits of Solar 
Thermal Generation in the NEM

To quantify and map key economic benefits which may arise from developing CST 
generation in the NEM, esp in grid‐constrained areas

 $                                                           179,965  http://arena.gov.au/project/potential‐network‐benefits‐of‐csp‐in‐the‐nem/

Study RE Integration Clean Energy Council Future Proofing Australia's Electricity 
Industry

Identify and understand barriers and opportunities to increase the integration of 
renewable energy into the Distribution Network Systems.

 $                                                           877,900  http://arena.gov.au/project/future‐proofing‐in‐australias‐electricity‐distribution‐industry/

Study Business case AGL
Energy Storage for Commercial Renewable 
Integration (South Australia) To define the business case for energy storage within the NEM  $                                                           445,846  http://arena.gov.au/project/energy‐storage‐for‐commercial‐renewable‐integration/

Project Off‐grid hydrid power project First Solar (Australia) Weipa Solar PV Project Phase 1, a 1.7MW (DC) solar PV facility. Phase 2, a further 5MW (DC) of solar PV plus 
approximately 4MWh of storage.

 $                                                      11,300,000 http://arena.gov.au/project/weipa‐solar‐farm/

Project Off‐grid hydrid power project Hydro Tasmania Hydro Tasmania King Island Renewable 
Energy Integration

Integrate wind, solar and storage and a DSM system with a biodiesel generator to power 
the King Island minigrid

 $                                                        6,083,000 http://arena.gov.au/project/king‐island‐renewable‐energy‐integration‐project/

Project Off‐grid hydrid power project Lord Howe Island Board Lord Howe Island Renewable Project Installation of a 1MW renewable energy facility with storage to deliver high penetration 
renewable energy to displace diesel generation on LHI.

 $                                                        5,300,000 http://arena.gov.au/project/lord‐howe‐island‐hybrid‐renewable‐energy‐system/

Project Battery technology Smart Storage (Ecoult) UltraBattery Distributed Solar PV Support 
and UltraBattery for RAPS

Develop CSIRO's UltraBattery storage technology for Australian conditions.  $                                                           553,780  http://arena.gov.au/project/ultrabattery‐distributed‐pv‐support‐and‐ultrabattery‐for‐remote‐area‐power‐supply/

Project CST demonstration project Vast Solar 
Vast solar 6MW (thermal) grid connected 
multi‐module CST plant with thermal 
storage

Development of solar thermal power plant near Forbes  $                                                        4,966,960 http://arena.gov.au/project/vast‐solar‐6mw‐concentrating‐solar‐thermal‐pilot‐project/

Project Batter and energy trading system Reposit Power
A commercially viable application of 
electricity storage for Australia's national 
electricity grid

Demonstrate domestic solar/battery integration with proprietary control system.  $                                                           445,000  http://arena.gov.au/media/storage‐solution‐to‐enhance‐rooftop‐pv

Venture * Storage solution Sunverge Energy Sunverge Energy
The Sunverge Solar Integration System combines advanced lithium batteries with a 
sophisticated control platform that allows power flows to and from the grid to be 
controlled.

 $                                                        3,800,000 http://www.sxvp.com/content‐23

* Note: This is an investment by the Renewable Energy Venture Capital Fund managed by Southern Cross Venture Partners.
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13 February 2015 

Secretariat 
Senate Standing Committee on Rural and Regional Affairs and Transport 
Department of the Senate 
Parliament House 
Canberra ACT 2600 
 
 
Dear Secretariat, 
 
Please find below AUSVEG’s responses to the questions on notice from the Committee’s hearing held in 
Sydney on Monday, 2 February 2015. 
 
1. HANSARD, PG 15 – 16  
CHAIR: Mr White, I know you represent a number of different commodities, but what would be the 
average on-farm storage for those growers who are in greater need of, say, diesel? Do you have any 
indication? 
Mr AJ White: I am not sure, Chair. I would have to take that question on notice, but I can make 
some inquiries with a number of our growers, and we could try and seek that information on what 
the average amount of storage would be. 
CHAIR: Sure. Say the grain. Let us go to the grain. What would an average on-farm storage be? 
Senator Williams says— 
Senator WILLIAMS: It depends on the size of the farm. 
CHAIR: What I am alluding to is: do you have any information on the greater number of litres that 
could be kept? Would some farmers have a 20,000 or 30,000 storage capacity—some of your 
members? 
Mr AJ White: Potentially. As I said, I would have to seek clarification. It would depend on the size of 
the farm as to how much storage they may have on farm, so I would have to probably take that 
question on notice and seek some— 
CHAIR: Yes, take it on notice for me please, if you can. Senator Bullock has mentioned the 
submission by the Australian Institute of Petroleum. That is fine, and I have never had to carry, say, 
20,000 or 30,000 litres of fuel, but I do not know if many farmers would have the money to fill 
those tanks. Maybe I am wrong; maybe they do. I do not know. 
 
Answer: We spoke to vegetable growers located around Australia of different farm sizes. Storage 
depended on the size of the farm - smaller growers had a few thousand litres of storage, with the 
larger growers having up to 33,000 litres. 
 
 
 
 



2. HANSARD, PG 17 
Senator BACK: I will jump in if I may, Chair. The chair asked you what you understood to be the 
level of on-farm storage, and you did not know. But I just wonder if you either know or could take 
on notice, if there is this concern by your members about fuel security: is there a trend to increase 
on- 
farm storage? Are people putting on-ground tanks, for example, back on their farms to overcome 
this concern they have about supply? Again, if you do not know now, could you canvass it and find 
out? 
Mr AJ White: We can certainly canvass that with our members and take that on notice, absolutely. 
 
Answer: We canvassed a number of growers. Growers mentioned that the capacity of farm storage 
and therefore refuelling is dependent on whatever is the most cost-effective option, most likely due 
to tough business conditions caused by decreased profits and higher production costs. As a 
consequence, growers mentioned that there was no trend to increase on-farm storage. Whilst there 
have been no supply issues in recent times, growers emphasized that if there was to be a supply 
disruption, the ramifications would have a considerable negative impact on their businesses, due to 
operations (such as machinery and transport) unable to function. 
 
 
 
Yours sincerely 
 

 
Andrew White 
Deputy Chief Executive Officer 



SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT  
REFERENCES COMMITTEE 

Inquiry into Australia's transport energy resilience and sustainability 

Public Hearing  

Monday, 2 February 2015 

Sydney, NSW 

Questions Taken on Notice – Australian Institute of Petroleum 

1. HANSARD, PG 24 - 25 

Senator HEFFERNAN: Can you give us the details of your protocols? 
Mr Warrell: Sure. We can give you the— 

 
AIP RESPONSE: 
The Australian Institute of Petroleum is an industry association representing its member 
companies who supply petroleum products to the Australian market.  This question was taken 
on notice by Mr Andrew Warrell in his capacity as a Director of ExxonMobil Pty Ltd and Mr 
Warrell will respond to the Committee in that capacity and in relation to his company’s “quality 
control and testing protocols” to ensure the quality and integrity of their fuel supply to their 
customers. 
 
 

2. HANSARD, PG 28 

Senator BACK: Sure. Can I ask in the same line—and you might not be able to answer it, but we 
would like it on notice—can you just tell us, on average, how many ships at any given time are 
on the seas coming to Australia bringing product and the tonnages in those vessels? I need to 
get an idea of this diversity that you and others have raised. 
Mr Warrell: We will take that on notice and we will come back to you with that information. 

 
AIP RESPONSE: 
An independent report prepared for the Department of Industry contains information on the 
tonnage of tankers coming to Australia and the average number of tankers coming to Australia 
at any given time.  This report is ‘Australia's Maritime Petroleum Supply Chain’ by Hale & Twomey 
Limited. 

This Report was prepared for the Department of Resources, Energy and Tourism and was published 
on 27 June 2013.  It is publicly available from the Department’s website at 
http://www.industry.gov.au/Energy/EnergySecurity/nesa/Documents/2013-Maritime-Petroleum-
Supply-Chain-Report.pdf  

http://www.industry.gov.au/Energy/EnergySecurity/nesa/Documents/2013-Maritime-Petroleum-Supply-Chain-Report.pdf
http://www.industry.gov.au/Energy/EnergySecurity/nesa/Documents/2013-Maritime-Petroleum-Supply-Chain-Report.pdf


Key information from this Report (reproduced below) includes the following: 

CLASSIFICATION OF TANKERS IN THE GLOBAL MARKET AND THEIR TONNAGE (Page 3) 

 

PROFILE OF TANKERS USED TO SERVICE THE AUSTRALIAN SUPPLY CHAIN (Page 20) 

 

 



NUMBER OF TANKERS COMING TO AUSTRALIA EACH MONTH (Pages 29 & 30) 

NOTE: AIP notes that since this report was published, the Shell Geelong Refinery was not closed 
but was purchased by Vitol and now Viva Energy Australia continues to run it as an operational 
refinery.  Therefore, the final row in each of the following tables should be disregarded. 

 

 

 

OTHER RELEVANT INFORMATION 

The volume and diversity of shipping servicing the Australian market each month, and its importance 
to distributing large volumes of fuel between ports, is also analysed in the Hale & Twomey Report on 
‘Stock on the Water Analysis’.  This report was prepared for the Australian Department of 
Resources, Energy and Tourism and the New Zealand Ministry of Business, Innovation and 
Employment and was published on 27 February 2013. 

The Report is publicly available from http://www.industry.gov.au/Energy/EnergySecurity/Liquid-
fuels-security/Documents/HTStockOnTheWaterReport2013.pdf  

The report concludes that stock on water “is part of a secure supply chain and useful for responding 
to supply disruptions.  Stock within a country’s EEZ provides a good measure of the stock on the 
water that is very secure (close to a country) and flexible to respond to disruption (able to be diverted 
to various ports in country).” 

 

http://www.industry.gov.au/Energy/EnergySecurity/Liquid-fuels-security/Documents/HTStockOnTheWaterReport2013.pdf
http://www.industry.gov.au/Energy/EnergySecurity/Liquid-fuels-security/Documents/HTStockOnTheWaterReport2013.pdf


 

3. HANSARD, PG 32 

Senator LAMBIE: I was just wondering whether you would be able to supply to the committee 
the risk assessment and the management plan that you have in place for cyber warfare and a 
terrorist attack on your refineries in Australia. That is the first thing. Are you able to do that? I 
am assuming that you have a management plan for both cyber warfare and a terrorist attack on 
your refineries. 
Mr Warrell: We absolutely have those plans. What I do not know is whether or not we are able 
to share them with you. Every refinery business has been tested. I will just have to take it on 
notice and go back and see whether or not we are allowed to share that. 
Senator LAMBIE: If you cannot give me the full content of that, you can give me a brief. 
Senator HEFFERNAN: Through you, Chair: I think we would be happy to receive an answer in 
camera if necessary. 

 
AIP RESPONSE: 
The Australian Institute of Petroleum is an industry association representing its member 
companies who, as part of their business, operate refineries in Australia.  This question was 
taken on notice by Mr Andrew Warrell in his capacity as a Director of ExxonMobil Pty Ltd and 
Mr Warrell will respond to the Committee in that capacity. 
 
 

4. HANSARD, PG 34 

Senator LAMBIE: I would like to put on notice the question on political donations as well. 
I would like to make that quite clear. 

 
AIP RESPONSE: 
The Australian Institute of Petroleum makes no political donations. 
 



bp 
   

 
 
 
 

 
 
Director - Government Affairs 

 
 
 

 
13 February 2015 
 
 
Committee Secretary 
Senate Standing Committee on 
Rural and Regional Affairs and Transport 
PO Box 6100 
Parliament House 
Canberra ACT 2600 
 

 
Dear Secretary, 

 
Re: Questions of notice – Inquiry into Australia’s energy resilience and sustainability 

 
BP Australia Pty Ltd (BP) attended the public hearing for the above inquiry on Monday 2 
February 2015. Appearing before the Committee with other industry participants and the 
Australian Institute of Petroleum (AIP), three questions were taken on notice. 
 
BP’s responses to these questions along with supporting information is attached. 
 
I trust this information is sufficient for the Committee’s consideration. Please contact me if 
you would like to discuss anything in further detail. 
 
Yours sincerely 
 
 
 
 
David Stuart 
BP Australia 
 

BP Australia Pty Ltd 
ABN  53 004 085 616 
717 Bourke Street 
Docklands  Vic  3008 
AUSTRALIA 
 
Tel: +61 3 9268 4111 
Fax: +61 3 9268 3426 
www.bp.com.au 

David Stuart 
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Question 1 of 3 
 

Senator LAMBIE: I would like to put on notice the question on political donations as well. I 
would like to make that quite clear. 

 
Based on BP group’s code of conduct, BP Australia does not make political donations. 
 
Question 2 of 3 
 

Senator MUIR: I have one very last question, which I think a lot of people want to know 
the answer to. Why is fuel up to 20-plus cents per litre more expensive in rural and regional 
areas at the moment in comparison to our city counterparts? 
Senator LAMBIE: And why are we paying 30c more in Tasmania? You are killing us down 
there. So, I would like to know too, and I am sure Tasmanians would. 

 
Given the public nature of this document, BP is unable to provide specific company 
information due to concerns related to The Competition and Consumer Act 2010 (the Act), 
as well as the commercial-in-confidence nature of such details. To avoid such concerns, BP 
is prepared to discuss such details in confidence. 
 
Nevertheless, publicly available information published by the Australian Competition and 
Consumer Commission (ACCC) may provide a useful overview to the Committee. BP 
notes that the ACCC is the only party in a position to respond on a fully informed basis on 
pricing questions. 
 

• This is because the ACCC formally monitors the Australian petroleum industry in all 
capital cities and around 180 regional areas across Australia, under the provisions of the 
Act.  Not only are crude oil and fuel prices across Australia monitored, but also the 
prices paid, costs, and profits of fuel suppliers. 

• This involves the ACCC collecting an extensive range of data and information from all 
major fuel suppliers in Australia each year and analysing the details of millions of daily 
fuel transactions. The resulting analysis and findings have been annually published in 
their monitoring report since 2008. 

 
For this reason, we refer heavily to relevant ACCC published findings and conclusions in 
this response. 
 
Wholesale fuel price changes in Australia: 

 
Key findings from ACCC analysis include:  

• wholesale fuel prices in Australia track international prices very closely; 

• international fuel prices and taxes (excise and the GST) are the major elements of 
wholesale prices in Australia - accounting for around 97 per cent of wholesale prices in 
2013-14; 

• while major oil companies supply the bulk of wholesale fuel to the Australian market, 
retail prices are largely set by independent owners and operators and the specialty 
retailers. 
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This ACCC analysis is consistent with the range of data and information published by the 
AIP.  For example, the charts below show the very close relationship between international 
prices for petrol and diesel and Australian wholesale prices for those fuels.  The 
international price for petrol and diesel (MOPS95 and Gasoil) plus shipping costs and 
Australian taxes (around 50 cents per litre) represents almost the entire wholesale price of 
petrol and diesel. 
 

CHART 1 - Comparison of Singapore Petrol Price (MOPS95)  
with Australian Wholesale (Terminal Gate) Petrol Prices - National Average TGP and Hobart 

TGP 

40

60

80

100

120

140

160

6/01/12 6/05/12 6/09/12 6/01/13 6/05/13 6/09/13 6/01/14 6/05/14 6/09/14 6/01/15

International Price - MOPS95 National Average TGP Hobart TGP

 
Platts (McGraw Hill Inc.) for international petrol prices and published TGP petrol data (required under the 
OilCode Regulations) for AIP member companies 

 
CHART 2 – Comparison of Singapore Diesel Price (Gasoil)  

with Australian Wholesale (Terminal Gate) Diesel Prices - National Average TGP and Hobart 
TGP 
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Platts (McGraw Hill Inc.) for international petrol prices and published TGP petrol data (required under the 
OilCode Regulations) for AIP member companies 
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Regional Retail Fuel Prices 

 
In relation to the Committee’s specific question of ‘why is fuel more expensive in 
regional and rural areas (and Tasmania) compared to mainland capital cities’, the 
ACCC publishes a factsheet on ‘Fuel in regional Australia’ explaining why “petrol prices 
in regional locations are generally higher (and more stable) than those in the capital cities” - 
see http://www.accc.gov.au/consumers/petrol-diesel-lpg/fuel-in-regional-australia. 
 
The latest ACCC annual monitoring report (Monitoring of the Australian petroleum industry, 
3 December 2014) contains a chapter on ‘Retail Prices in Regional locations’ – see 
pages 73-81 of the Report available from http://www.accc.gov.au/publications/monitoring-
of-the-australian-petroleum-industry/monitoring-of-the-australian-petroleum-industry-2014-
report.  The key points from this chapter are below. 
 

“KEY POINTS 

• Retail petrol prices in regional locations in Australia are typically higher than those in the 
capital cities, although they generally tend to follow the same overall price movements.   

o 94 per cent of the regional locations monitored by the ACCC in 2013−14 had 
annual average retail petrol prices higher than the prices in their respective 
capital cities. 

• Movements in retail petrol prices in regional locations are largely driven by changes in 
international refined petrol prices and the AUD–USD exchange rate, just as they are in 
the five largest cities. 

• However, the extent to which petrol prices in each regional location are influenced by 
changes in these factors varies between locations, due to the specific characteristics of 
each regional location. 

• Petrol prices in regional locations are generally higher than in the five largest cities for a 
number of reasons, including: 

o a lower level of local competition, often reflecting the lower number of retail 
sites 

o lower volumes of petrol sold 

o distance/location factors 

o lower convenience store sales. 

• These factors also explain differences in petrol prices between regional locations. 

• Movements in petrol prices in regional locations—both up and down—tend to lag those 
in the five largest cities.” 

Source:  ACCC, ‘Monitoring of the Australian petroleum industry’, 3 December 2014 (page 73) 

 
In their monitoring activities, according to the ACCC, “Where we see issues of concern we 
will investigate.  And, where we find sufficient evidence we will take action to protect 
consumers against misleading and anti-competitive conduct by fuel retailers.” 
 
Consistent with the ACCC analysis and factsheets is the AIP’s own published factsheet on  
‘Facts about Prices in Regional & Country Areas’ –
http://www.aip.com.au/pricing/facts/Facts_about_Prices_in_Regional_and_Country_Areas.h
tm 

http://www.accc.gov.au/consumers/petrol-diesel-lpg/fuel-in-regional-australia
http://www.accc.gov.au/publications/monitoring-of-the-australian-petroleum-industry/monitoring-of-the-australian-petroleum-industry-2014-report
http://www.accc.gov.au/publications/monitoring-of-the-australian-petroleum-industry/monitoring-of-the-australian-petroleum-industry-2014-report
http://www.accc.gov.au/publications/monitoring-of-the-australian-petroleum-industry/monitoring-of-the-australian-petroleum-industry-2014-report
http://www.aip.com.au/pricing/facts/Facts_about_Prices_in_Regional_and_Country_Areas.htm
http://www.aip.com.au/pricing/facts/Facts_about_Prices_in_Regional_and_Country_Areas.htm
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• In regional areas, retail prices are largely set by independent owner/operators, including 
those who sell fuel supplied by one of the major brands under license.  According to 
the ACCC, "while the refiner marketers (ie. major oil companies) brand names appear 
on the majority of petrol retail sites, it is important to note that mostly the businesses 
are actually owned and/or operated by supermarkets, independent retailers, 
franchisees, or commission agents". 

BP notes that on 15 January 2015, the ACCC provided an overview of the intent to monitor 
and analyse fuel markets in a more regular and in-depth manner. Rather than an annual 
report, typically published in December, the ACCC will instead produce at least eight 
reports including quarterly reviews referred to as ‘macro reports’, and at least four issues-
specific reports, of which three will review a regional market. 
 
In announcing this change, the ACCC referenced regional locations in Victoria and 
Tasmania. 
 
AIP information and data on market prices  

 
In relation to the fuels market in Australia, the AIP publishes a range of factual information, 
independently sourced data and reports on market prices, most of which are updated 
weekly.  This wide range of data and information, readily accessible on the AIP website, 
aims to assist interested parties to better understand and actively monitor the fuels 
market, and also ensures up-to-date and timely information is constantly available to the 
community, policy makers and market commentators. 
 

The key AIP information on market prices, all of which are available on the AIP website 
(at www.aip.com.au), include: 

• AIP’s ‘Weekly Petrol Prices Report – see http://www.aip.com.au/pricing/weeklyreport.htm  

• AIP’s ‘Weekly Diesel Prices Report’ - see www.aip.com.au/pricing/weeklydieselreport.htm 

• AIP factsheets on petrol and diesel prices and the Australian fuel market – covering 
market structure and operation, and general price determination, in each market 
segment (international, wholesale and retail market segments) - 
see www.aip.com.au/pricing/facts.htm  

• AIP historical terminal gate price (TGP) data for Petrol and Diesel – 
www.aip.com.au/pricing/tgp.htm  

• AIP retail (pump) prices for petrol and diesel across Australia 
http://www.aip.com.au/pricing/retail.htm  

 

The principles underpinning this information and related AIP prices material include the use 
of: 

• Data of the best quality and broadest coverage available 

• Robust data methodologies and statistical techniques 

• Independent authoritative sources of raw data, particularly that is available to third 
parties 

• Collection/compilation of raw data by an independent party 

• Collection/publishing of only historical and aggregated data (no real time or company 
specific data) 

http://www.aip.com.au/
http://www.aip.com.au/pricing/weeklyreport.htm
http://www.aip.com.au/pricing/weeklydieselreport.htm
http://www.aip.com.au/pricing/facts.htm
http://www.aip.com.au/pricing/tgp.htm
http://www.aip.com.au/pricing/retail.htm
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• Published AIP data, and any calculations made, can be independently verified or 
replicated. 

 
Consistent with the above principles, AIP: 

• sources data from independent published sources: 

o International prices for crude oil, key petroleum products, shipping rates and 
exchange rates - Platts, Worldscale and the Reserve Bank of Australia (RBA) 

o Wholesale prices for petrol and diesel- public posting of TGPs by AIP member 
companies required under government regulation 

o Retail prices for petrol and diesel - Motormouth published data  

• collects and compiles data through Orima Research, an independent research 
company. 

 
Recognising AIP’s robust principles and approaches, this data is used extensively 
domestically and internationally, including by all Federal statistical agencies, government 
departments, industry bodies, unions and employer organisations, and a range of market 
operators, advisors and commentators. 
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Question 3 of 3 
 

Senator HEFFERNAN: We will see. Next question: could you individually provide me with 
your corporate structure, your financing structure and financing capitalisation 
arrangements, because I am actually researching you for tax purposes. 

 
BP is conscious of the significant contribution it makes to the tax system in Australia and 
the importance this has on being able to deliver goods and services to Australians. We 
understand we are in the top 10 corporate taxpayers in Australia  with GST of $7.5Bn pa 
and Excise of $4.2Bn pa under management, and income tax payments of ~$500m pa..     

The BP group has a long history operating in Australia and prides itself on the open and 
constructive relationships it has with Government and the Australian Taxation Office. BP 
Australia was the first company for example to enter into a cooperative agreement with 
the ATO covering all indirect taxes, has been represented on the Commissioner’s Large 
Business Advisory Group and has an active and ongoing relationship with Treasury via its 
Oil & Gas Taxation Taskforce.  

We attach a copy of the most recent correspondence from the Commissioner of Taxation 
which refers to this open and honest relationship. 

1. Corporate structure 
 

We attach a copy of the current corporate structure of the BP group in Australia.  We note 
the following: 

• The BP group in Australia is indirectly wholly owned by BP Plc, a public company 
whose shares are listed on the London Stock Exchange. 

• Due to historical reasons, the BP group in Australia is directly owned by both the 
US and UK parts of the BP global group. These historical reasons include the 
merger with Amoco, and the acquisition of Burmah Castrol and Arco Groups in the 
years since 1999.  

• The main Upstream operating activities in the BP group in Australia are carried out 
by BP Developments Australia Pty Ltd, which include our 1/6th non-operating 
interest in the North West Shelf Project, our ~17% non-operating interest in 
Browse and our majority operator interest in the Great Australian Bight exploration 
program. 

• The main Downstream operating activities in the BP group in Australia are carried 
out by BP Australia Pty Ltd which includes manufacturing and processing of crude 
oil and the marketing and distribution of refined products to both commercial and 
retail customers.   
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2. Financing structure 
 

Accompanying this letter is a copy of the statutory accounts for the year ended 31 
December 2013 for BP Australia Investments Pty Ltd (BPAI) which includes the 
consolidated figures for the BP group in Australia. The accounts for BP Regional Australasia 
Holdings Pty Ltd (BPRAH) are included for completeness to assist reconciliation with the 
group structure above. The Statutory accounts for the year ended 31 December 2014 are 
in the process of being finalised and we expect these to be available in mid-April 2015.  

We note the following: 

• BPAI’s statutory accounts are audited by Ernst & Young and disclose total assets of 
$15.085 billion and total liabilities of $11.433 billion such that there are $3.652 billion 
net assets in the consolidated accounts.  

• The BP group in Australia (“the Australia Group”) is financed from a debt and equity 
finance from the BP group as well as its own cash reserves.  

• Notes 12-14 to the statutory accounts discloses the liabilities of the consolidated 
group. They disclose that the Australia Group’s debt funding comes from related 
parties. These long term loans are from BP International Ltd, a UK company which 
finances BP affiliates. This funding is on arm’s length terms and this funding 
structure has been discussed and disclosed in detail with the ATO.  

• The Australia Group pays approximately $500m pa of income tax. This, in addition 
to our GST and Excise collections and payments, confirm the substantial 
contribution made by the BP group in Australia to the tax system.    

 

3. Financing capitalisation arrangements 
• The BP group in Australia is adequately and prudently capitalised. 
• The gearing of the Australia Group falls within the tax thin capitalisation safe 

harbour amounts 
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BP IN AUSTRALIA - CORPORATE STRUCTURE 

BP p.l.c. 

BP HOLDINGS  
NORTH AMERICA LTD BP GLOBAL INVESTMENTS LTD 

UK 

REFER GROUP 
STRUCTURE 

ARCO COAL AUST. INC. 

ARCO RESOURCES 
 LIMITED 

BP REGIONAL AUSTRALASIA  
HOLDINGS PTY LTD  

US 

Vic 

BP AUSTRALIA  
CAPITAL MARKETS  

LIMITED Vic 

BP AUSTRALIA GROUP  
PTY LTD Vic 

30.87% 69.13% 

ACT 

US 

 
 

BP DEVELOPMENTS 
AUSTRALIA PTY LTD 

BP OIL AUSTRALIA                    
PTY LTD 

 
CASTROL AUSTRALIA  

PTY LTD 
  
 

REFER 
SEPARATE 
STRUCTURE 

29.65% 

70.35% 

ACT 

BURMAH CASTROL 
AUSTRALIA PTY LTD 

NSW 

BP AUSTRALIA 
INVESTMENTS  

 PTY LTD Vic 

 
BP HYDROGEN 

POWER AUSTRALIA  
PTY LTD (In Liquidation)) 

                               Vic 

Vic 

  

 

 
BP EXPLORATION 

AUSTRALIA PTY LTD 
                               

Vic 

BP ENERGY ASIA 
 PTE LIMITED 

Singapore 

REFER GROUP 
STRUCTURE 

BP EXPLORATION 
(ALPHA) LIMITED 

UK 

* 

* 

* 

* Overseas registered BP Companies 
registered in Australia as foreign 
companies. 

BP DEVELOPMENTS 
AUSTRALIA (NO.1) 

PTY LTD (In Liquidation) 
 Vic NSW 

 
BURMAH FUELS 

AUSTRALIA PTY LTD (In 
Liquidation) 

 

BP AMERICA INC 

200 PS OVERSEAS 
HOLDINGS INC 

UK 

US 

US 

NSW 

BP AMERICA LIMITED  
US 
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 BP OIL AUSTRALIA PTY LTD - CORPORATE STRUCTURE 

VIC VIC 

No. 1 RIVERSIDE 
QUAY PTY LTD 

BP AUSTRALIA 
EMPLOYEE 

SHARE PLAN 
PTY LTD 

BP LUBRICANTS  
SERVICES  
PTY LTD  

(In Liquidation) 

ACT 

BP REFINERY 
(BULWER ISLAND) 

PTY LTD 

BP AUSTRALIA 
SHIPPING 

PTY LTD 

BP LNG 
SHIPPING LTD 

BERMUDA* 

 
BP DEVELOPMENTS  

AUSTRALIA  
PTY LTD 

 

BP AUSTRALIA 
PTY LTD 

BP AUSTRALIA GROUP 
PTY LTD 

VIC 

BP OIL AUSTRALIA 
PTY LTD 

ACT 

29.65% 

70.35% 

VIC 

WA VIC 

WEST KIMBERLEY 
FUELS PTY LTD 

BP REFINERY 
(KWINANA) 

PTY LTD 

BP SOLAR 
PTY LTD 

VIC 

ELITE 
CUSTOMER SOLUTIONS  

PTY LTD 

BP AUSTRALIA 
NOMINEES 

PTY LTD   

VIC VIC WA ACT 

BP FINANCE 
AUSTRALIA  

PTY LTD 

 
BP DEVELOPMENTS  

AUSTRALIA  
PTY LTD 

 

 
BP DEVELOPMENTS  

AUSTRALIA  
PTY LTD 

 

 
BP DEVELOPMENTS  

AUSTRALIA  
PTY LTD 

 

GOLDLINK PETROLEUM 
DISTRIBUTORS 

PTY LTD (In Liquidation) 

QLD 

CENTREL  
PTY LTD 

REFER  
SEPARATE 

STRUCTURE 

AIR REFUEL 
PTY LTD 

VIC WA 

VIC 

VIC 

TARADADIS 
PTY LTD 

VIC 

*the company undertakes shipping activities for BP’s upstream 
business. Its profits are subject to Australia’s controlled foreign 
company tax regime 
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CENTREL PTY LTD - CORPORATE STRUCTURE 

 
BP Australia Group Pty 

Ltd 
 

BP Oil Australia Pty 
Ltd 

BP Australia Pty Ltd 

Centrel Pty Ltd 
 

BP Developments 
Australia Pty Ltd 

Advance Petroleum 
Pty Ltd (Trustee of 
Advance Petroleum 

Unit Trust) 

Advance 
Petroleum 
Holdings 
Pty Ltd 

Allgreen Pty 
Ltd 

 
 

Brian 
Jasper 

Nominees 
Pty Ltd 

Dermody 
Petroleum 

Pty Ltd 
 

Clarisse 
Holdings 
Pty Ltd 

 Dermody 
Developments Pty 

Ltd 
 

Minza Pty 
Ltd 

 
 

Dermody 
Investments 

Pty Ltd 
 

Dermody 
Holdings 
Pty Ltd 

 

VIC 

ACT 

VIC 

VIC 

VIC 

VIC 

VIC 

WA WA SA VIC 

SA SA SA 

WA 

70.35% 

29.65% 









































































































































Senate inquiry into Australia’s transport energy resilience and sustainability 

Caltex Australia Limited response to questions on notice from 2 February 2015 hearing  

  
Question on notice - Victorian regional and Tasmanian fuel prices 
 
Senator MUIR: I have one very last question, which I think a lot of people want to know the answer 
to. Why is fuel up to 20-plus cents per litre more expensive in rural and regional areas at the 
moment in comparison to our city counterparts?  
Senator LAMBIE: And why are we paying 30c more in Tasmania? You are killing us down there. So, I 
would like to know too, and I am sure Tasmanians would.  
Mr Warrell: These are four competitors sitting around the table. I will not—and neither will anyone 
else sitting here—get into any price-specific discussion in a location. We are not going to do anything 
that could be construed as price signalling.  
Senator LAMBIE: Do you know what? That is a cop-out.  
Mr Warrell: No, it is not; I am sorry, Senator—  
Senator LAMBIE: Answer your own question then. For every company you represent that puts fuel 
down to Tasmania, maybe you could give me that answer. That would be great. Why is it costing us 
30c more?  
Mr Warrell: You can come to us separately and ask that question. It is inappropriate for you to ask 
that question when we have four competitors sitting here. If you want to put that question on 
notice, we can respond to you individually, but we will not be responding while we are all sitting 
here.  
Senator LAMBIE: I will put it on notice and we will see. 
 
  



Question:  Why is fuel up to 20-plus cents per litre more expensive in rural and regional areas at the 
moment in comparison to our city counterparts? And why are we paying 30c more in Tasmania?  
 
1. Victorian prices 
 
The first question was asked on 2 February 2015 by Senator Muir, at a time when the difference 
between regional and city prices was near a historic high.   
 
The following chart is for Victoria from 2011 to early 2015 and shows the difference between the 
average ULP price in Victorian regional areas and Melbourne. It can be seen that the difference is 
very volatile but generally lies within a band of plus 10 to minus 5 cpl.  The average difference is 
about 3 cpl i.e. the average regional price is 3 cpl higher than Melbourne.  Peaks similar to the recent 
peak – in the 10 to 15 cpl range - were experienced in mid-2012 and mid-2013.  
 
The chart shows average regional Victorian prices, not individual towns. Some towns in Victoria had 
larger differences from Melbourne than the average shown on the chart. For example, prices in 
Mildura and Swan Hill in late January 2015 were 20 cents or more greater than Melbourne, although 
these were not typical of regional prices. 
 
Chart 1 
 

 
 
The key question is why these differences occur, whether they are of concern from a competition 
point of view and whether consumers should be concerned that these prices are somehow unfair.   
The following chart shows the data underlying the price differences shown in the above chart.  



Chart 2 

 
 
The chart shows the average Melbourne terminal gate price for ULP (TGP is the spot wholesale price; 
ULP is regular grade petrol), Melbourne average retail price for ULP and average Victorian regional 
ULP price.   
 
It can be seen the Melbourne price follows the TGP very closely with a lag of a few days.  Melbourne 
price cycles are clearly visible, with the retail price at the bottom of the price cycle at about TGP.  
Regional prices also track TGPs closely, with a lag of one to two weeks.  
 
Lags are most likely due to a number of factors, including: time taken to distribute fuel from 
seaboard terminals; time to sell fuel stock purchased at previous wholesale prices; and time to 
adjust retail prices in response to competition and perception of future market conditions, including 
perceptions of future movements in wholesale prices.  Each competitor will have an individual 
pricing strategy. 
 
Because of lags in the response of retail prices to wholesale price changes, when TGPs fall sharply – 
as in mid-2012, mid-2013 and late 2014 - a gap opens up between Melbourne prices and TGP, and 
between regional prices and Melbourne prices.  In addition, the gap can increase if Melbourne prices 
are in the downward phase of a price cycle. 
 
From Chart 2, it can be seen that the volatility in Chart 1 is the result of two factors: 

• The lag between regional and Melbourne prices 
• The Melbourne petrol price cycle. 

 



The following chart is the same as Chart 2 but covers a shorter period so the impact of petrol price 
cycles is easier to see. 
 
Chart 3 
 

 
 
It can be see that the Victorian regional average price follows the TGP with a lag but the Melbourne 
price falls faster than TGP because of the aggressive discount cycle that is often representative of 
metropolitan areas with greater competition than regional areas.  This increases the difference 
between regional and Melbourne prices. If regional and Melbourne prices are compared peak to 
peak, or trough to trough, it can be seen the relativity in prices is fairly constant. 
 
Previous analysis by Caltex (not shown in this response) suggests Melbourne retail prices follow 
TGPs with a lag of about one week but regional prices on average follow TGPs with a lag of about 2 
weeks. (This lag may vary between regional towns).  The longer lag in response to TGP decreases 
would tend to increase the difference between regional and Melbourne prices. 
 
It is apparent from the charts that the large difference between regional and city prices observed 
by Senator Muir was the result of market forces and typical of historical price movements. The 
difference was the result of two market factors: 

• the lag between regional and Melbourne prices 

• the Melbourne petrol price cycle. 
 
  



2. Tasmanian prices 
 
Publicly available price data from AIP shows that prices in Hobart and regional Tasmanian towns are 
fairly similar:  movements in prices are highly correlated and averages over the past four years are 
similar.  Therefore, for the purpose of addressing the question, examination of Hobart prices should 
also serve to provide information about regional prices in Tasmania. 
 
The implication of Senator Lambie’s question, in the context of Senator Muir’s question, is that 
Tasmanians are paying 30 cpl more than larger capital cities, such as Melbourne.  The following 
analysis compares Hobart (which is fairly representative of Tasmanian prices) with Melbourne, which 
has price data similar to other large capital cities.  In addition, Tasmanians would be more familiar 
with Melbourne prices than other capitals as a result of travel, so using Melbourne as a point of 
comparison is more relevant. 
 
Chart 4 
   

 
 
Chart 4 is very similar to Chart 1.  Hobart retail prices relative to Melbourne typically vary in the 
range plus 20 cpl to minus 5 cpl.  Some Tasmanian towns are more expensive than Hobart, and retail 
prices were up to about 30 cpl more than Melbourne in early February. Hobart was a maximum of 
22 cpl greater than Melbourne. 
 
The average difference in retail prices over the three year period was 12.5 cpl.  The average 
difference in terminal gate prices was about 4 cpl; in early February 2015 the difference was about 5 
cpl.  It follows that of the 12.5 cpl average Hobart-Melbourne price difference, about 4 cpl was 



notional wholesale margin and about 8.5 cpl was notional retail margin. (The term “notional” is used 
because the data is industry average and does not relate to a particular competitor.) 
 
When Senator Lambie asked her question on 2 February, the difference between Hobart and 
Melbourne prices was historically high but similar differences had been experienced in the past 
three years. This suggests the market behaviour was not unusual. Chart 5 examines the price data 
underlying the differences in Chart 4. 
 
Chart 5 
 

 
 
It can be seen the average Hobart ULP price follows the average Hobart TGP with a lag of about two 
weeks. (This is examined further in Chart 6.)  This lag is similar to regional Victoria, suggesting the 
Hobart market has characteristics similar to larger regional towns.  
 
Hobart prices are also similar to peaks of the Melbourne price cycle, although they tend not to 
follow the troughs as far downwards.  However, Melbourne retail prices did not cycle between 
October 2014 and February 2015 because of the rapidly falling wholesale price.  This increased the 
difference between Hobart and Melbourne prices. The last few points on the chart show Hobart 
prices once again similar to peak Melbourne prices, as in the past. 
 
The difference up to 30 cpl between Tasmanian and Melbourne retail petrol prices was therefore 
mainly to the timing of the Melbourne price cycle and the greater lag of Hobart retail price 
changes to wholesale price changes. About 5 cpl of the difference was due to a higher terminal 
gate price than Melbourne. 



The final chart shown below examines the relationship between Hobart average retail prices for ULP 
and average TGPs.  This addresses the question of whether Hobart retail prices track wholesale 
prices and therefore international price movements.  (There is substantial data to show a very close 
relationship between TGPs and international price benchmarks.) 
 
Chart 6 
 

 
 
In order to demonstrate the close relationship between Hobart prices and TGPs, retail prices and 
TGPs are shown on different scales: the TGP scale is displaced by 14 cpl (the average retail price/TGP 
difference over the period) so it overlies the retail data; and the TGP data is lagged 14 days.  This 
gives a visual best fit of the two data series. 
 
The very close relationship of the two data series shows the retail price for ULP follows the 
wholesale price with about a two week lag.  It can also be seen that the TGP is more volatile than the 
retail price, so retailers don’t follow the TGP exactly upwards or downwards but the variation in 
retail prices is less volatile.  This has been observed by Caltex in studies of towns in regional Australia 
and is consistent with normal competitive behaviour.  
 
3. Regional versus large capital city prices 
 
3.1 Notional retail margins for Hobart, regional Victoria and Melbourne 
 
The preceding discussion examines why Victorian regional and Hobart prices were much higher than 
average compared with Melbourne prices at the time of the 2 February 2015 committee hearing. 
 



A further question could be why prices in these areas on average are higher than Melbourne. Hobart 
has similar pricing characteristics to regional towns in other parts of Australia, so the following 
discussion applies to both Hobart and regional areas in general. 
 
Previous charts showed average retail prices for ULP in Hobart, regional Victoria and Melbourne, and 
terminal gate prices for Hobart and Melbourne, and examined the relationships between these 
prices. Chart 7 below examines price differences between Hobart, regional Victoria and Melbourne 
by looking at notional retail margins over the past three years. 
 
On average over the three years, the notional retail margin for ULP in Hobart (i.e. retail price minus 
TGP) was 14 cpl; regional Victoria was 10 cpl; and Melbourne was 6 cpl. 
 
Daily margins are very volatile so the chart uses a 30 day rolling average (i.e. each data point is the 
average of the most recent 30 days).  It can be seen that while retail margins may vary, they are 
fairly well correlated and do not show any trends away from the average over time.  
 
It is therefore reasonable to say that Hobart notional retail margins are typically 8 cpl more than 
Melbourne and 4 cpl more than the average of regional Victoria, while recognising there may be 
considerable variability in these typical values. 
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What are the reasons for the differences in retail prices? According to the ACCC: 

Petrol prices in regional locations are generally higher than in the five largest cities for a number of 
reasons, including: 
• a lower level of local competition, often reflecting the lower number of retail  sites  
• lower volumes of petrol sold 
• distance/location factors 
• lower convenience store sales (ACCC, Monitoring of the Australian petroleum industry December 

2014, p73). 
 
3.2 Lower volumes of petrol sold 
 
Three of these factors are fairly easy to understand: the costs of operating a service station are 
mostly fixed so lower fuel volumes and convenience store sales require higher prices (relative to city 
sites) to cover these costs and make a reasonable return on investment.  As the ACCC explains: 
 

The volume of petrol sold at any particular retail site can significantly influence the price. Generally, the 
greater the volume of petrol sold the lower the price. Certain costs of running a retail  site (such as rent 
and maintenance) remain unchanged irrespective of the volume of petrol sold. However, retail  sites in 
regional locations generally sell lower volumes of petrol than retail  sites in larger cities because they 
have fewer customers. Retail  sites with higher volume sales can spread their fixed costs over this 
greater volume, which reduces the unit cost of supplying their petrol compared with retail  sites with 
lower volumes of sales (ACCC, Monitoring of the Australian petroleum industry December 2014. p74). 
 

Regional service stations vary greatly in fuel volumes, from volumes similar to larger city sites to very 
small. These small volume sites may be sustained by relatively high retail margins or income streams 
from other businesses on the site.  Some small country sites may see one fuel tanker (up to 40,000 
litres of fuel) making a delivery every 2 to 3 weeks versus one tanker per day at some city sites.  
Storage and handling costs may be significant for some country areas where fuel must be stored in 
depots and "double handled" rather than delivered directly from coastal terminals; this adds to 
distribution costs which must be passed on to retailers. 
 
The following chart shows average annual volumes of petrol sold per site in Australian states and 
territories. 
  



Chart 8 

 
 
3.3 Lower convenience store sales 
 
Similarly, for convenience sales, the ACCC explains: 
 

The margin on convenience store sales is usually significantly higher than on fuel sales. In the five 
largest cities convenience store sales generally make a greater contribution to the overall  returns of a 
retail  site than they do in regional locations. These retail  sites can remain profitable on much lower 
margins on fuel sales. As a result, upward pressure is put on retail  petrol prices in retail  sites with lower 
convenience store sales, such as in regional locations (ACCC, Monitoring of the Australian petroleum 
industry December 2014, p74). 
 

3.4 Distance/location factors 
 
Distance (and thereby freight costs) is a factor in higher regional and rural prices but is generally not 
a significant factor in explaining town to town differences. Freight is typically around 1.5 to 4 cents 
per litre greater for country than city delivery. (Note that Chart 7 removes the impact of sea freight 
as it is based on TGPs but does not take account on inland freight.) 
 
In relation to location and distance factors, the ACCC explains: 
 

It generally costs more to deliver fuel to regional locations than it does to the largest capital cities. In 
regional locations, fuel needs to be moved further from the fuel terminals, leading to higher freight 
costs. Additional storage costs may also be necessary if the fuel is stored in a local storage facility 
before being supplied to retail  sites. Regional locations which are situated along a major highway may 
have lower prices due to increased competition. This is because they may sell  higher volumes due to 
the passing traffic on the highway, and may also have lower delivery and storage costs (ACCC, 
Monitoring of the Australian petroleum industry December 2014. p74). 

 
  



3.5 A lower level of local competition 
 
Competition in actual markets is very different from text-book models of perfect competition, in 
which individual competitors face the same costs and the actions of one competitor do not affect 
others.  In most markets, costs vary between competitors and there are varying degrees of 
interdependence, meaning that the actions of one competitor may influence, and be influenced by, 
the independent decisions of other competitors. Such markets with a limited number of sellers are 
known as oligopolies and are well known and extensively studied in economics literature. This is well 
understood in Australian competition law, so that oligopolies are legal but any agreements, 
arrangements or understandings between competitors that substantially lessen competition are 
illegal. 
 
There are often consumer complaints about high prices, very similar prices across the market, and 
slowness in reducing prices, which assert collusion between competitors, so understanding the 
oligopolistic nature of petrol markets is important.  The operation of actual markets also explains 
why ACCC investigations of market behaviour resulting from consumer complaints fail (with 
extremely rare exceptions) to find any illegal conduct: the pricing behaviour that is observed is in 
fact competition in the real world, not collusion. 
 
Some regional and rural prices may be “sticky” but competition is still present. The ACCC observes: 
 

Furthermore, retail  prices in some regional locations are ‘sticky’, i .e. they are less responsive—both 
upwards and downwards—to movements in international prices (ACCC, Monitoring of the Australian 
petroleum industry December 2014. p75). 
 

An example of such pricing behaviour is the Hobart market, as shown in Chart 6. It can be seen that 
Hobart retail prices track TGP (with a two week lag) but the volatility in prices is much less.  This 
means that notional retail margins are compressed when TGPs increase and expand when TGPs 
decrease.  It also seems that, in general, retailers only change prices substantially when a change in 
TGP is also substantial.  Given the historical volatility in wholesale prices, this would be rational 
behaviour.   
 
Why are prices in some markets “sticky”? The ACCC offers an explanation: 
 

In small country towns with a small number of retail  sites there may be l ittle incentive to reduce prices. 
This is because competitors will  also quickly reduce their prices and the net result is the same volume of 
petrol sold at each retail  site but with a lower margin (ACCC, Monitoring of the Australian petroleum 
industry December 2014, p74). 

 
 While the ACCC’s comments are in relation to “small country towns”, there is clearly a degree of 
stickiness in larger towns. “Stickiness” is generally not observed in the largest urban areas because 
some competitors can secure permanent increases in site volume by positioning themselves as 
“price discounters” or “budget sites”.  Sufficient numbers of city motorists are willing to reward this 
pricing strategy by shifting their purchases from site to site.  Such a discount strategy is more likely 
to succeed where there are high traffic flows, hence large potential markets, and a discount 
competitor’s action has relatively less impact on other competitors’ volumes.  Where such a strategy 



has a significant volume impact on competitors – as would be the case in most country towns due to 
the small number of sites – those competitors are more likely to react quickly to cut prices and avoid 
the potential loss of volume.  
 
The lack of “stickiness” in large urban areas tends to increase city-country price differences when 
there are large falls in wholesale prices, and decrease the differences when prices increase.   
 
So what leads eventually to price decreases in “sticky” markets? There is no information publicly 
available on this matter other than what can be observed from price boards, which is not surprising 
given the confidential nature of such key business decisions and the legal sanctions against the 
exchange of pricing information between competitors.   
 
However, one can speculate on business and reputational reasons: some competitors may wish to 
remain being seen as “discounters” or generally under the typical market price; other competitors 
may wish to maintain a brand image as charging fair prices; others may see a competitive 
opportunity to drive an increase in market share; and others may continue to apply simple price 
mark-up rules but need to be convinced that a wholesale price change is unlikely to be reversed in 
the short term.   



Senate inquiry into Australia’s transport energy resilience and sustainability 

Caltex Australia Limited response to questions on notice from 2 February 2015 hearing  

  
Question on notice - political donations 
 
Senator LAMBIE: And could you guys please tell me how much money over the last 10 years you 
have given to political donations in Australia? Do you think I could have a cut-down of that, from all 
of you—over the last 10 years, how much you have given in political donations, and to each party? 
That would be great. 
... 
Senator LAMBIE: I would like to put on notice the question on political donations as well. I would 
like to make that quite clear. 
... 
Senator LAMBIE: On political donations, when I asked if you had given political donations in the past 
10 years, you did not say no, did you?  
Mr Warrell: No.  
CHAIR: As we all know, that is readily obtainable on the AEC website, but there you go.  
 

Caltex response 

Caltex makes payments to political parties that are required to be disclosed as donations under 
Commonwealth and state laws. 

These donations are mostly for: business observer programs at political conferences; business liaison 
programs involving regular or ad hoc meetings; and political lunches, dinners or similar events. 
Caltex does not make political contributions that are unrelated to some kind of event. 

The following summary is derived from public disclosure documentation covering the period from 
2003-04 to 2013-14. 

Liberals - Federal $22,000 
Liberals - NSW $21,334 
Nationals - Federal $15,188 
Nationals - NSW $48,147 
LNP $71,562 
ALP $42,660 

 

 

 



Senate inquiry into Australia’s transport energy resilience and sustainability 

Caltex Australia Limited response to questions on notice from 2 February 2015 hearing  

  
Question: taxation arrangements and corporate structure 
 
Senator LAMBIE: And the other thing is: how much more profit do the fuel companies make by 
refining fuel overseas rather than refining it here? What I am trying to get to is: by refining the fuels 
here, do you pay more tax in this country than what you would if you were doing it elsewhere, in 
another country? That is what I am asking you. 
... 
Senator HEFFERNAN: I would just like to know the major oil companies' structural corporate 
arrangements and their tax arrangements.  
CHAIR: Mr Brewer, did you want to clarify something?  
Mr Brewer: There was a question about operations in Australia and outside. Caltex Australia is a 
publicly listed company in Australia. We do not operate any manufacturing facilities outside of 
Australia.  
CHAIR: So yours is all in Australia?  
Mr Brewer: No manufacturing facilities outside Australia.  
Senator HEFFERNAN: No corporate structures outside Australia?  
Mr Brewer: That was an answer to a question from Senator Lambie earlier on. 
 

Caltex response 

As an Australian company listed on the ASX, Caltex’s financial statements and other published 
material provide extensive information on the company’s taxation arrangements and corporate 
structure.  These can be found on the ASX website and at www.caltex.com.au. 

Caltex would be pleased to answer any specific questions on the company’s taxation arrangements 
and corporate structure. 
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SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT  
REFERENCES COMMITTEE 

Inquiry into Australia's transport energy resilience and sustainability 

Public Hearing  

Monday, 2 February 2015 

Sydney, NSW 

Response to Questions Taken on Notice – Mobil Oil Australia 

1. HANSARD, PG 24 – 25  (directed to AIP but for Mobil response) 

Senator HEFFERNAN: Can you give us the details of your protocols? 
AIP RESPONSE: 
The Australian Institute of Petroleum is an industry association representing its member 
companies who supply petroleum fuels to the Australian market.  This question was taken on 
notice by Mr Andrew Warrell in his capacity as a Director of ExxonMobil Pty Ltd and Mr Warrell 
will respond to the Committee in that capacity and in relation to his company’s “quality control 
and testing protocols” to ensure the quality and integrity of fuel supply to their customers. 
 
ExxonMobil is committed to providing high quality, fit-for-purpose fuel to its customers, and 
robust certification and testing procedures are in place throughout the supply chain to 
guarantee the quality of fuel at the point of sale (in our case, as we do not have a retail 
network, this is generally at the Terminal gate).   

Fuel is certified at the origin manufacturing point (chiefly refineries although there are some 
fuel blenders that also become primary certification point) – including international refineries 
and fuel blenders for imported fuel. 
 

• Refinery certification consists of a specific number of test properties performed on 
every batch of fuel to verify compliance with the required specification.  There is also 
a subset of test properties that are tested on a specified frequency where the 
consistency of the refining operation assures that the results of these properties will 
be compliant with a very high degree of confidence. 

• Certification for fuel batches from all fuel blenders and/or imports of fuel batches from 
new refiners with whom we have little experience will typically have all specified 
properties tested by batch to assure the same level of confidence as that of our own 
refineries certification 

 
Downstream of the primary certification, further testing is carried out to identify any possible 
contamination.  This testing is performed at multiple points along the supply chain such as 
entry and exit from pipelines, loading and discharge of marine vessels, in intermediate 
storage tanks in terminals, and where necessary at the truck loading rack. For example 
Petrol is tested for Visual Appearance, Visual Colour, Density and Distillation, Automotive 
Diesel is tested for Visual Appearance, ASTM Colour, Flash Point and Conductivity.   

• These contamination check tests work in conjunction with controlled procedures 
aimed at preventing contamination between products.  Confirming a lack of 
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contamination assures the continued compliance of the fuel as commingled in 
intermediate storage through to the load rack and into the bulk customer’s tanker 
barrel. 

• If the contamination testing (or identified atypical operation / suspicion of 
contamination) does occur, procedures in place at terminals trigger response with 
additional testing requirements ranging from focused testing targeted towards the 
suspected issue through to full recertification where there is a need to re-establish 
the compliance with the specification. 
 

Once the fuel leaves the terminal, (e.g. truck delivery to retail service stations and then on to 
the end consumer) there is no formal product testing/sampling, but instead the process relies 
upon strict adherence to procedures and the verification of volumes received.   Service 
stations also regularly test for water bottoms in underground storage tanks to prevent 
against water contamination of fuels in storage.  Once fuel is in storage tanks at the service 
station, proper management procedures are essential to continue to guarantee product 
quality –and this is the responsibility of the station operator.  

 

 
 

2. HANSARD, PG 33 

Senator LAMBIE: And why are we paying 30c more in Tasmania? You are killing us down there. 
So, I would like to know too, and I am sure Tasmanians would. 
Mr Warrell: These are four competitors sitting around the table. I will not—and neither will 
anyone else sitting here—get into any price-specific discussion in a location. We are not going to 
do anything that could be construed as price signalling. 
Senator LAMBIE: Do you know what? That is a cop-out. 
Mr Warrell: No, it is not; I am sorry, Senator— 
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Senator LAMBIE: Answer your own question then. For every company you represent that puts 
fuel down to Tasmania, maybe you could give me that answer. That would be great. Why is it 
costing us 30c more? 
Mr Warrell: You can come to us separately and ask that question. It is inappropriate for you to 
ask that question when we have four competitors sitting here. If you want to put that question 
on notice, we can respond to you individually, but we will not be responding while we are all 
sitting here. 
Senator LAMBIE: I will put it on notice and we will see. 
As you will appreciate costs and cost structures and pricing and pricing strategies are 
competitively and commercially sensitive for each fuel company, therefore were unable to 
comment on any specific cost or price question at the Hearing, in the presence of other fuel 
companies.    As the Committee will be aware, the ACCC strictly enforces Competition Law 
provisions on the sharing of information between competitors in a market. 
Mobil‘s primary business activities are the refining, distribution and wholesaling of fuel 
products. Mobil Oil Australia does not own or operate retail service stations in Australia. We 
do not currently supply motor fuels to the Tasmanian market (at either retail or wholesale 
levels), and therefore we are not in a position to comment on fuel prices in Tasmania. 
As a general comment, the wholesale market for fuel in Australia is open and competitive, 
delivering value to Australian customers including those in regional areas - that is, a 
competitively priced, reliable supply of high quality fuel.  As noted by the ACCC in their 2013 
Annual Monitoring Report. 

 “With imports providing the marginal source of supply, prices in Australia are set with 
reference to import parity. As such, Australian refiners (and suppliers) have little scope to 
pass on costs that are out of line with international best practice. The emergence of more 
efficient and low-cost refineries in Asia able to produce Australian standard fuel potentially 
available to independent importers, limits domestic refineries’ discretion over prices they 
charge to wholesalers.” 
 

3. HANSARD, PG 34 

Senator LAMBIE: I would like to put on notice the question on political donations as well. I 
would like to make that quite clear. 
In accordance with our longstanding Corporate policy, Mobil does not make political 
donations in Australia.  To be absolutely clear, there have been no political donations, to any 
party, by ExxonMobil affiliates in Australia, nor is there any intention to make any donations 
in the future. 
 

4. HANSARD, PG 36 

Senator HEFFERNAN: We will see. Next question: could you individually provide me with your 
corporate structure, your financing structure and financing capitalisation arrangements, 
because I am actually researching you for tax purposes. 
Financial Statements 
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A copy of our Statutory Accounts are attached for your reference.  These are lodged with 
ASIC in accordance with regulation. The 2014 accounts will be available in April and we 
would be happy to provide a copy to the Committee upon request.  

As a major supplier of energy with significant Australian operations, ExxonMobil is a net 
investor in Australia and makes a major ongoing contribution to the economy.  The accounts 
should be read in the context of current and ongoing capital investments in our Australian 
operations.   Although we have paid over $6.4 billion in tax (income tax and PRRT) over the 
past 10 years, significant capital investments in recent years have negatively impacted on 
our financial results. Capital expenditure includes - 

o Our share of the $54B Gorgon LNG project in W.A. - Australia’s biggest LNG 
project (EM has a 25% interest)   

o EM share of investments in Bass Strait gas production – for example,   KTT 
$4.5B (50%), Gas Conditioning Plant $1B (50%)  

o $300 million invested in the Downstream business over the past 5 years for 
safety, reliability and efficiency improvements supporting fuel supply in 
Victoria.  

Corporate Structure 

A chart showing the corporate structure for ExxonMobil Australia Pty Ltd is provided as an 
attachment.   

Comments re Financing 

Financing for ExxonMobil Australia’s significant capital investment program has been 
provided by a combination of re-investment of profits from its ongoing operations and loans 
from ExxonMobil finance companies.  The total of the loans is set out in Note 13 to the 
accounts.  Financing and tax arrangements for ExxonMobil and related companies in 
Australia are fully compliant with all Australian laws and regulations. 

 

5. HANSARD, PG 32 

Senator LAMBIE: I was just wondering whether you would be able to supply to the committee 
the risk assessment and the management plan that you have in place for cyber warfare and a 
terrorist attack on your refineries in Australia. That is the first thing. Are you able to do that? I 
am assuming that you have a management plan for both cyber warfare and a terrorist attack on 
your refineries. 
Mr Warrell: We absolutely have those plans. What I do not know is whether or not we are able 
to share them with you. Every refinery business has been tested. I will just have to take it on 
notice and go back and see whether or not we are allowed to share that. 
Senator LAMBIE: If you cannot give me the full content of that, you can give me a brief. 
Senator HEFFERNAN: Through you, Chair: I think we would be happy to receive an answer in 
camera if necessary. 
 Security of our facilities and the safety of our people are an absolute core value of 
ExxonMobil’s, and we make a major investment in both time and money to keep our people 
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and facilities safe.  ExxonMobil has a detailed security program that is applied to all facilities 
and operations worldwide. It is a robust and graduated system that addresses security in a 
threat/consequence approach and includes ongoing security risk assessments.  Each facility 
is required to implement countermeasures based on the risk assessed exposure to a 
number of security threats.  Periodic reviews are conducted at all facilities to ensure that 
plans are contemporary and to identify gaps with regard to non-compliance and new threat 
and risk.  Annual country threat levels are reviewed and prepared in addition to any 
immediate response to an emerging threat or actual event to the wider environment to 
proactively manage security risk.  These programs address all security risks from low level 
criminality, information loss, cyber security, personnel security and terrorism. 

The Altona Refinery is designated at both a State and Commonwealth level as “critical 
infrastructure”. Our security plans and internal processes cover all guidance that is found in 
the relevant reference document, “National Guidelines for Protecting Critical Infrastructure 
from Terrorism” (produced by the National Counter Terrorism Committee).  In addition, under 
Commonwealth legislation, we prepare and submit a security plan for our oil import facilities 
at Gellibrand Pier in Victoria (the relevant legislation is the Maritime Transport and Offshore 
Facilities Security Act (MTOFSA) and relevant Regulations, administered by the Dept. of 
Infrastructure – Office of Transport Security) which has been based on the International 
Maritime Organisations ISPS code.  

International Shipping is also governed by the International Maritime Organisation under 
ISPS Code (the ISPS code covers shipping and wharves).   We don’t own or operate the 
vessels so those specific requirements don’t apply strictly to us.  Nonetheless we ensure our 
contractors meet all ExxonMobil Security requirements and International standards.  Equally, 
shipping is risk assessed and plans are made to increase security and reduce security risk 
for journeys considered high risk. 

As the Committee will appreciate, our Security plans are highly sensitive and proprietary and 
are restricted in distribution to those will a direct role in security risk management.  To share 
those plans more broadly would create a significant security risk in itself.  However we would 
be happy to have an in-camera meeting to discuss the information we have provided here if 
the Committee has further questions.  

It is worth noting that the National Threat Assessment Centre – NTAC - has not 
communicated a threat assessment to ExxonMobil indicating that there is an increased 
threat to the oil and gas sector, in fact the opposite.  In areas of threat from terrorism for the 
oil and gas sector some of the levels have decreased in recent years.  The higher threat has 
been identified for public places, police and military and passenger transport – be it 
maritime, aviation and land surface mass transport.  
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SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT  

REFERENCES COMMITTEE 

Inquiry into Australia's transport energy resilience and sustainability 

Public Hearing  

Monday, 2 February 2015 

Sydney, NSW 

Questions Taken on Notice – VIVA Energy Australia 

1. HANSARD, PG 33 

Senator MUIR: I have one very last question, which I think a lot of people want to know the 

answer to. Why is fuel up to 20-plus cents per litre more expensive in rural and regional areas at 

the moment in comparison to our city counterparts? 

Senator LAMBIE: And why are we paying 30c more in Tasmania? You are killing us down there. 

So, I would like to know too, and I am sure Tasmanians would. 

Mr Warrell: These are four competitors sitting around the table. I will not—and neither will 

anyone else sitting here—get into any price-specific discussion in a location. We are not going to 

do anything that could be construed as price signalling. 

Senator LAMBIE: Do you know what? That is a cop-out. 

Mr Warrell: No, it is not; I am sorry, Senator— 

Senator LAMBIE: Answer your own question then. For every company you represent that puts 

fuel down to Tasmania, maybe you could give me that answer. That would be great. Why is it 

costing us 30c more? 

Mr Warrell: You can come to us separately and ask that question. It is inappropriate for you to 

ask that question when we have four competitors sitting here. If you want to put that question 

on notice, we can respond to you individually, but we will not be responding while we are all 

sitting here. 

Senator LAMBIE: I will put it on notice and we will see. 

 

Viva Energy Response:  Viva Energy is not a retailer of fuel in Australia but is a fuel wholesaler 

to Coles Express, independently owned dealers with Shell branded service stations and other 

commercial customers.  As such, Viva Energy does not set the retail price at service stations in 

Australia. 

As a fuels wholesaler Viva Energy sets a Terminal Gate Price (in essence a wholesale price) 

based on international prices – in this case the Asia Pacific market - as Australian refineries 

must compete against imported fuel from the Asia Pacific market.   

Viva Energy sets a Terminal Gate Price for petrol and diesel in each location where it has or 

supplies from a major terminal (such as Hobart and Devonport), and these are updated and 

posted on the company’s website five days per week.  This price closely reflects the current 



import parity price of petrol or diesel, which is essentially the cost of importing fuels, including 

freight and wharfage, to Australia.  Government can therefore be confident that changes in these 

international prices are being passed on fully to our wholesale customers. 

There are additional costs to take into consideration including transport costs. The majority of 

wholesale customers pay for additional services beyond the Terminal Gate Price, including 

delivery, branding, equipment, and credit terms. These customers are typically supplied under a 

supply agreement based on the Terminal Gate Price plus additional charges to reflect the 

additional services offered. Many are also offered a discount. 

Viva Energy’s TGP for all fuel products are transparent and are updated and published five out 

of seven days a week on our website. Therefore, customers, motorists and regulators can clearly 

see the price at which our Tasmanian wholesale customers are purchasing fuel from Viva 

Energy (subject to terms and conditions as outlined on our website). 

It is then the decision for the retail site operator to set the eventual retail price and to respond 

to the local retail competition as they see fit. 

For more detail regarding retail prices and the factors that impact this highly competitive 

sector, I encourage you to refer to either the AIP website or the ACCC annual report into the 

prices, costs and profits of unleaded petrol in Australia. There are sections in this report that 

relate to the retail fuel market, price cycles and regional fuel pricing and some of the factors that 

influence prices in these areas.  

 

2. HANSARD, PG 34 

Senator LAMBIE: I would like to put on notice the question on political donations as well. I 

would like to make that quite clear. 

 

Viva Energy Response: It is a company policy that Viva Energy does not make political 

donations. 

 

3. HANSARD, PG 35 - 36 

Senator HEFFERNAN: Recently I chaired an inquiry into the market power of Coles and 

Woolworths and the $1 milk. Coles and Woolies said that, no, they were not selling it at a loss. 

We discovered that they were offering a 40 per cent wholesale discount—that is, the processors 

forced it on them by Coles and Woolies. So we are getting a 40 per cent wholesale discount 

compared to anyone else in the market, so they could sell it at $1 a litre. How do you work out of 

your gate terminals? Do you have different wholesale prices for different customers? 

Mr Wyatt: There are pricing reports— 

Senator HEFFERNAN: If you want to do that in detail could you take it on notice? Would it be 

fair to say that some customers wholesaling out of your terminals get a different price to others? 

Mr Wyatt: We will provide you with all that detail. There is a pricing report the AIP publishes. 

Everyone has access to it. It is on our web site. You can get all the information— 



Senator HEFFERNAN: Just to pause there, yes or no, is there a variation in the price out of your 

terminals to different customers? 

Mr Wyatt: There are incentives given to people for larger volumes. 

Senator HEFFERNAN: That is code for there being differences in price. You have made it 

clear— 

Mr Wyatt: It comes back to the same concern raised earlier. I think every company will have its 

own pricing arrangements. It is probably better to have those— 

Senator HEFFERNAN: Will you on notice give us your terminal pricing arrangements. I 

discovered the Coles and Woolies 40 per cent wholesale discount. I would be very interested to 

know— 

 

Please note – we have requested an amendment to Hansard in this section as comments 

attributed to Scott Wyatt were actually made by Andrew Warrell (apart from the final 

comment). 

Viva Energy Response:  As a fuels wholesaler Viva Energy sets a Terminal Gate Price (in 

essence a wholesale price) based on international prices – in this case the Asia Pacific market - 

as Australian refineries must compete against imported fuel from the Asia Pacific market.   

Viva Energy sets a Terminal Gate Price for petrol and diesel in each location where it has or 

supplies from a major terminal and these are updated and posted on the company’s website five 

days per week.  This price closely reflects the import parity price of petrol or diesel, which is 

essentially the cost of importing fuels, including freight and wharfage, to Australia.  Government 

can therefore be confident that changes in these international prices are being passed on fully to 

our wholesale customers. 

There are additional costs to take into consideration including transport costs. The majority of 

wholesale customers pay for additional services beyond the Terminal Gate Price, including 

delivery, branding, equipment, and credit terms. These customers are typically supplied under a 

supply agreement based on the Terminal Gate Price plus additional charges to reflect the 

additional services offered. Many are also offered a discount which varies depending on the 

volume purchased and the terms of their supply contract, however the majority of fuel is 

supplied at a price greater than the published TGP as a result of the additional services offered 

to our customers. 

Viva Energy’s TGP for all fuel products are transparent and are updated and published five out 

of seven days a week on our website. Therefore, customers, motorists and regulators can clearly 

see the price at which our wholesale customers are purchasing fuel from Viva Energy (subject to 

terms and conditions as outlined on our website). 

 

4. HANSARD, PG 36 

Senator HEFFERNAN: We will see. Next question: could you individually provide me with your 

corporate structure, your financing structure and financing capitalisation arrangements, 

because I am actually researching you for tax purposes. 

 



Viva Energy Response:  

Corporate Structure - The following lists those companies 100% owned (directly or indirectly) 

by Viva Energy Holding Pty Ltd (ACN 167 883 525): 

• Viva Energy Australia Group Ltd (ACN 004 400 220) – formerly Shell Australia Limited 

• Viva Energy Australia Ltd (ACN 004 610 459) – formerly The Shell Company of Australia 

Limited 

• Viva Energy Refining Pty Ltd (ACN 004 303 842) – formerly Shell Refining (Australia) 

Pty Ltd 

• Viva Energy Gas Pty Ltd (ACN 005 012 715) – formerly Shell Gas (LPG) Australia Pty Ltd. 

Financing Structure and Financing Capitalisation Structure - The Viva Energy Group has 

commercial loan facilities which were principally arranged by one of Australia’s leading 

commercial banks. The debt is syndicated and placed with commercial lending organisations, all 

of which are third parties and on commercial terms.  

The principal borrower under the facilities is Viva Energy Holding Pty Ltd (Viva Holding), with 

certain subsidiaries of Viva Holding being obligors. 

These facilities are commercial lending arrangements, negotiated with sophisticated financing 

counterparties, and as such are on commercial market terms.  

The Viva Energy Group does not have any other principal funding or borrowing arrangements. 

Particularly, no financing is separately provided by related parties or shareholders. As is 

available from ASIC, Viva Holding has one class of issued shares, being ordinary shares. 
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1. HANSARD, PG 38 

CHAIR: Very good mates. I would trust him in a blue before I would trust most people in 
Australia and those beside me. From Senator Bullock and I, I can say that we are foremost 
interested in Australian jobs. There is absolutely no argument about that, and I would like to 
think that my colleagues around the table have the same view as me. Mr Bray, you talked about 
the example of the Vietnamese crewed ship on less than $2 a day. You will probably be asked 
about the proof you have, and I have no doubt you will be able to supply that. How much money 
are we actually talking about by exterminating Australian jobs out there on the ocean and 
replacing them with crews from other countries? Is it a significant amount of money? Are we 
talking peanuts when we divide the difference in the cost over a litre of fuel, and we sell billions 
and billions of litres a year? 
Mr Bray: Our view is: if crews are open to exploitation and there is no regulation on what their 
minimum wage would be, obviously it is a greater gap. However, it is a question that we have 
asked ourselves, and we are currently undertaking that research. We would like to take that on 
notice as we seek to get some expertise in terms of the costings that we have done, but we 
believe it is less than one cent per litre to employ Australian crews. 
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2 June 2015 
 
Committee Secretary 
Senate Standing Committees on Rural and Regional Affairs and Transport 
PO Box 6100 
Parliament House 
Canberra ACT 2600 
 
rrat.sen@aph.gov.au 
 
 
Re: Question on Notice: 

Inquiry into Australia’s transport energy resilience and sustainability 
 
 
Dear Mr. Watling, 
 
At the Committee hearing of 2 February, we were asked a question on notice by Senator Sterle 
(attached), about the difference in the cost of employing Australian and international crew when 
divided over a litre of fuel. We subsequently completed a report into the Senator’s question, titled 
Australian Fuel Security and the Increasing Need for Clean Petroleum Tankers. It is attached and was 
provided to the Committee at its hearing on 9 April. 
 
The findings of the report are listed below, with points 8 and 9 speaking directly to the cost per litre 
of employing Australians on a ship, or across the entire fleet.  
 
Since that hearing, we carried out further analysis of the cost of Australian crewing on a portion of 
the refined petroleum import fleet, projected by Department of Industry consultants to be the 
equivalent of 57 full-time ships by 2016-17. The results are in Table 1. To take one example, crewing 
10 out of 57 import ships with Australians would cost only 0.16 cents per litre of fuel if the cost was 
spread across all import ships. In other words, the cost is sixteen one-hundreths of one cent per litre, 
which would provide Australia with a fleet of import tankers it could control for its future fuel 
security, and which could be used to maintain Australia’s maritime skill base and quality jobs for 
Australian seafarers. 
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Table 1: Cost of employing Australian crew across a portion of the Australian refined petroleum 
import fleet, projected to be 57 ships carrying 37,420 ML by 2016-17. 

 

Number of 
Australian 
crewed tankers 

Australian Crew Premium per 
ML based on annual 
international  import of 
37,420 ML 

Australian Crew Premium in 
cents per litre spread across 
a fleet of 57 international 
import tankers 

5 ships  $ 801  0.08 ¢  

10 ships  $ 1,603  0.16 ¢  

15 ships  $ 2,405  0.24 ¢  

20 ships  $ 3,207  0.32 ¢  

57 ships  $ 9,139  0.91 ¢  

Source: Volume of imports in 2016-17: Hale and Twomey 2012, NESA Identified Issues: Competitive 
Pressures on Domestic Refining, p.33. Number of full-time equivalent import tankers in 2016-17: 
Hale and Twomey 2013, Australia’s Maritime Petroleum Supply Chain, p.30.  

 
 
Please let us know if you have any further questions. We look forward to the Committee’s 
completed report. 
 

Yours sincerely, 

 

Ian Bray 

Assistant National Secretary 

 

 

cc: Senator Glen Sterle, Committee Chair 
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Attachment A:  
 
Findings of the report Australian Fuel Security and the Increasing Need for Clean 
Petroleum Tankers. 
 
 

1. Australia has an increasing reliance on tanker shipments for its supply of clean petroleum 
products, but significantly reduced opportunities for training people to operate these 
facilities due to the significant reduction in Australian-crewed coastal tankers. 
 

2. Australian coastal clean product shipments involve multiple grades of cargo, particularly to 
smaller and regional ports. Current Australian-crewed tankers are specially modified and 
crew are trained to simultaneously deal with multi-grade loads and discharges without cross 
contamination. 

 

3. Depending on the size of tanker used, based on current and announced refinery closures, 
the equivalent of between 53 and 64 full-time tankers will be required for clean petroleum 
imports by 2016/17. 
 

4. Due to the use of the spot market, the actual number of tankers visiting Australia is much 
higher – we estimate over 600 tankers visted Australia in 2013. Approximately 54% of these 
tankers are inspected by the Australian Maritime Safety Authority. 
 

5. Inquiries should be made with the Maritime Trade Office of the Royal Australian Navy in 
relation to their assessment of the extent to which the closure of Australian refineries and 
increased reliance on international spot market shipping affects the security of Australian 
fuel supply chains. 
 

6. The analysis undertaken by Air Vice Marshall John Blackburn for the NRMA indicates that a 
thorough review of all the vulnerabilities the petroleum supply chain should be undertaken. 
In discussion, Blackburn confirmed that this should include the ownership, management and 
crewing of tankers.  
 

7. The analysis in para 6 above could contribute to Blackburn’s recommended benchmarking of 
Australian national and international supply chain security arrangements with that of 
comparable nations.  

 

8. The cost per litre of cargo carried per ship by employing Australian crew on clean petroleum 
import cargoes ranges from 0.49 cents per litre to 1.40 cents per litre, and depends on the 
size of the ship, the supply country, and the import port. If a portion of the import fleet were 
crewed with Australians, the additional cost could be spread across the entire import 
volume to provide a modest cost per litre. 
 

9. In 2016/17, projections show that 69% of total clean petroleum product imports will be to 
NSW and Queensland. With cargo sizes of 45,000 tonnes to Sydney and Brisbane, employing 
Australian crew costs only 0.87 to 1.06 the cents per litre. If LR1 tankers with 80,000 tonne 
cargoes are used, the cost drops to 0.49 to 0.59 cents per litre.  
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Question on Notice put to the MUA 
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1. HANSARD, PG 38 

CHAIR: Very good mates. I would trust him in a blue before I would trust most people in 
Australia and those beside me. From Senator Bullock and I, I can say that we are foremost 
interested in Australian jobs. There is absolutely no argument about that, and I would like to 
think that my colleagues around the table have the same view as me. Mr Bray, you talked about 
the example of the Vietnamese crewed ship on less than $2 a day. You will probably be asked 
about the proof you have, and I have no doubt you will be able to supply that. How much money 
are we actually talking about by exterminating Australian jobs out there on the ocean and 
replacing them with crews from other countries? Is it a significant amount of money? Are we 
talking peanuts when we divide the difference in the cost over a litre of fuel, and we sell billions 
and billions of litres a year? 

 

Mr Bray: Our view is: if crews are open to exploitation and there is no regulation on what their 
minimum wage would be, obviously it is a greater gap. However, it is a question that we have 
asked ourselves, and we are currently undertaking that research. We would like to take that on 
notice as we seek to get some expertise in terms of the costings that we have done, but we 
believe it is less than one cent per litre to employ Australian crews. 
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Senator Glenn Sterle 
Chair 
Rural and Regional Affairs and Transport Reference Committee 
rrat.sen@aph.gov.au 
 
 
9 February 2015 
 
Re: Questions on Notice – Australia’s transport energy resilience and sustainability 
 
Dear Senator, 
 
Thank you for the opportunity to present to the committee on this most important topic.  As indicated at the hearing I would be more 
than happy to present again before the committee and provide more detail if required. 
 
With reference to the questions on notice, BAA provides the following responses. 
 
 
Question 1: Please provide details about the level of government subsidy provided to the oil & gas sector and clarify the support 
provided to the biofuel sector. 
 
 
The biofuel sector currently receives financial support only from the federal government in the form of grants.  Both biodiesel and 
ethanol receive grants that off-set their excise obligations.  In the May 2014 budget it was announced by the government that this 
support would cease in 2015 and that over a 5 year period excise would be phased in resulting in ethanol paying 12.5cpl (cents per litre) 
(indexed from Nov 2014) and biodiesel paying 19.1cpl (also indexed).  In the 12 month period to July 2014 the total grant assistance 
provided to Australian biofuel producers totaled $126M1. 
 
Calculating the subsidies provided to the oil and gas sector from state and federal governments is a much harder task, as the forms of 
effective subsidisation have changed greatly over the years.  However two easily discernable subsidy mechanisms are provided in the 
form of an excise break for LPG and accelerated depreciation that is afforded to the oil and gas projects. 
 
In the year to July 2014, the federal government provided $940M2 of excise relief for LPG use alone.  According to a report compiled by 
the Australian Conservation Foundation3 over a billion dollars was forecasted to be provided to the oil and gas industry in the 2015-6 
financial year. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

1 Calculated based on sales data collected from producers for the 2013/14 financial year 
2 Calculated based on data provided in the Australian Petroleum Statistics, Issue 220, November 2014. (Office of the Chief Economist) 
3 Australian Conservation Foundation, “Drill Now Pay Later – The growing cost of tax breaks for the oil and gas industry in Australia” 
2011 
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In addition to the Federal subsidies, extensive state subsidies are also provided to the Oil & Gas industry.  According to a report 
published by the Australian Institute4 in June 2014, over $2.2billion was provided in subsidies to the sector. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Overseas Development Institute November 2014 report suggests that the total national subsidies in 2014 ranged from $2,897 to 
$3,543 million where payments are made up of direct spending and tax relief. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Australia is not alone in providing significant incentives to oil and gas exploration and production.  Fossil fuel subsidies totaled 
$550billion in 2013 according to the IEA, more than 4 times that of global subsidies to renewable energy5.  The multiple difference in 
Australia is very much out of step with global support where by fossil fuel subsidies are between 15-30 times higher than that afforded 
to the renewable fuel sector. 

4 Australia Institute, Peel; Campbell; & Denniss, “Mining the Age of Entitlement – State government assistance to the mineral& fossil fuel 
sector”, June 2014 
5 International Energy Agency (IEA), “World Energy Outlook 2014”, November 2014 

                                                           



 
 
Question 2: Can you provide evidence that gravimetric rather than volumetric analysis of a fuel’s “Energy Content” is internationally 
accepted? 
 
The measurement of Energy content, (sometimes also referred to as Heating value, calorific value or Heat of Combustion) is governed 
by standard test methods globally.  The standards most often quoted are the American National Standards – ASTM D240 and D4809.  In 
these standards it is stated that the Standard International (SI) units of mega-joules/kilogram are to be used in quantifying energy 
content.  This is the standard test method also utilized by Intertek who deliver services to the oil industry with respect to independent 
fuel testing. 
 
The reason that mass (or gravimetric) analysis is used in this determination is because the density of liquids change with temperature 
and pressure.  Therefore, if energy content is ever specified for a liquid, both temperature and pressure are also specified.  This is so the 
measure can be converted to an equivalent mass and enable comparisons between different fuel types. 
 
As further evidence of the acceptance of this as a standard way in which energy contents are compared across fuels, I have included an 
excerpt from a study performed by the University of Toledo6 in the US: Combustion Chemistry of Biodiesel for Use in Urban Transport 
Buses: Experiment and Modeling where Ultra Low-Sulphur Diesel (ULSD) is compared to Biodiesel.  The table (see below) clearly shows 
that the energy contents are compared on a mega-joule/kilogram basis. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Commercial shipping of liquid product is also measured in tonnes as evidenced by the attached bill of ladings for a commercial ship load 
of biodiesel product and ethanol product where it can be clearly seen that tonnes have been quoted as the measure for the product.  
Where litres are shown on a Bill of Lading, they are quoted as L15 litres, meaning litres at 15oC, this volume is generally calculated from 
the loaded mass.  I have attached copies of two bill of ladings for your information. 
 
 
 
 
If the committee have any further questions or would like further clarification, I would be more than happy to provide them with the 
details requested. 
 
Yours sincerely, 
 
 
 
 
 
 
 
Gavin Hughes 
CEO 
Biofuels Association of Australia 

6 Mineta Transportation Institute – University of Toledo, Combustion chemistry of biodiesel for use in urban transport buses: 
Experiment and modelling, Ashok Kumar, Ph.D.; Dong-Shik Kim, Ph.D.;Hamid Omidvarborna; Sudheer Kumar Kuppili; October 2014 

peak body for the Australian biofuels industry 
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1. HANSARD, PG 55 

Senator HEFFERNAN: At what price for diesel does gas fall out of the sky? 

Mr Moore: I would have to come back to you on notice. 

Senator HEFFERNAN: I was sure you would know the answer. 

Mr Moore: Not off the top of my head. 

Senator HEFFERNAN: It is the most basic, important question. When does it become unviable? 

We know the price of gas is going to treble. You can dream as much as you like, but at the end of 

the day Caltex and those fellows will drive it through you. It comes down to price. 

Mr Carmody: Surely this meeting is about more than just the price of diesel. 

Senator HEFFERNAN: I am going to get to some more in a minute. We can fantasise about a fuel, 

but the proposition has to be marketable. 

Mr Moore: Absolutely. 

Senator HEFFERNAN: So you will come back to me on the cut-off point— 

Mr Moore: We will come back to you. 

 

Gas Energy Australia response 

 

Despite the benefits of lower fuel costs, natural gas powered trucks using Liquefied Natural Gas 

(LNG) or Compressed Natural Gas (CNG) carry some form of initial price premium prior to use, 

the same as vehicles powered by most other alternatives to crude oil based fuels. This is true 

whether buying a factory fitted natural gas truck or converting an existing petrol or diesel truck. 

Consequently, truck owners or fleet operators contemplating using a natural gas powered truck 

must carefully assess the length of time before lower fuel costs recoup or ‘payback’ the price 

premium of a factory fitted or converted natural gas truck, Ideally, this period or ‘break-even’ 

point will be no more than two years.  

In practice, the ‘break-even’ point of a particular natural gas powered truck will depend on a 

number of factors including: 

a. its natural gas vehicle price premium; 



b. how much fuel it uses (which in turn depends on the distances it will travel and its fuel 

economy with various loads);  

c. the relative price of the natural gas fuel it uses (eg, LNG or CNG) and diesel and the 

extent to which it can substitute gas for diesel;  

d. its relative non-fuel running costs (eg, servicing and maintenance) of natural gas and 

diesel trucks; and 

e. the relative tax and other government charges imposed on particular natural gas and 

diesel trucks and the fuel they use. 

For example and to help answer the question above, a selection of typical long haul trucks 

converted to run on LNG and operated by a large fleet operator would require a wholesale 

diesel price of somewhere between $1.30 and $1.50 per litre to ‘break-even’ after two years 

given current LNG prices and tax arrangements.  CNG trucks would require similar wholesale 

diesel prices to ‘break-even’ after two years given current CNG prices and tax arrangements. 

An LNG fleet operator prepared to accept the higher risk and reduced profitability associated 

with breaking even after three years could survive with a wholesale diesel price of somewhere 

between $1.20 and $1.40 per litre. A fleet operator that values the non-financial benefits of 

natural gas vehicles such as lower greenhouse gas emissions, less tailpipe pollution, less noise, 

regional development and energy security would be more likely to accept a longer ‘payback’ 

period.  

Nevertheless, the current wholesale diesel price of around $1.10 per litre is not much different 

than the current price of LNG or CNG. As a result, a fleet operator would have no prospect of 

being able to recoup a natural gas vehicle’s price premium unless they expected current low oil 

prices to be a short term phenomenon.  

A key contributor to the current difficulty natural gas fuels face in competing with diesel is the 

scaled program to impose excise on gaseous fuels over a four year period that began in 2011.  

For example, in the absence of excise on LNG, a large fleet operator would require a wholesale 

diesel price of somewhere between $1.10 and $1.30 per litre to ‘break-even’ after two years 

given current LNG prices. This range suggests some LNG trucks might be able to ‘break-even’ 

even if current low oil prices were to persist.  

Further, in the absence of excise on LNG, an LNG fleet operator prepared to break even after 

three years could survive with a wholesale diesel price of somewhere between $1.00 and $1.20 

per litre which suggests even more LNG trucks might be able to ‘break-even’ in a low oil price 

world. 

From a public policy perspective, the relatively small amounts of revenue collected as a result of 

the imposition of excise on transport fuel LNG and CNG need to be assessed against the forgone 

community benefits in terms of reduced greenhouse gas emissions, tailpipe pollution, noise and 

increased regional development and energy security, that would flow from greater 

displacement of diesel trucks by natural gas trucks.  

In addition, it is critical that governments take a long term perspective when framing energy 

policies – the infrastructure needed to deliver fuel diversity and energy resilience cannot be 

built overnight in response to a sudden disruption to supplies or hike in prices.  In this context it 

is worth noting that the Bureau of Resources and Energy Economics’ 2014 Australian Liquid 



Fuels Technology Assessment concluded that gaseous fuels offer the lowest production costs now 

and over most of the report’s projection period to 2050 and are expected to be cost competitive 

with lower cost renewable technologies over the same time-frame. 

 

2. HANSARD, PG 55 

Senator HEFFERNAN: Have you modelled the price of gas going forward? 

Unidentified speaker: There are various models. 

Senator HEFFERNAN: Can you do that and bring that back to us? 

Unidentified speaker: We will certainly try, but your guess on what is going to happen— 

 

Gas Energy Australia response 

 

Industry draws on a variety of sources such as forecasts of natural gas supply and demand, oil 

prices and exchange rates when modelling future downstream transport LNG and CNG prices. 

Page 11 of the Grattan Institute’s Report No. 2014-12 – Gas at the crossroads – released in 

October 2014, provides wholesale natural gas price forecasts broadly consistent with current 

industry expectations.  

It is important to note that the wholesale price of natural gas accounts for around 14 per cent of 

the bowser price of LNG along with fuel excise and the costs of liquefaction, delivery and 

running refuelling stations. Consequently, a 125 per cent rise in the wholesale price of natural 

gas from $4/ gigajoule (GJ) to $9/GJ as cited in the Grattan Institute Report would, all other 

things equal, increase the bowser price of LNG by roughly 18 per cent. Nevertheless, such a rise 

would increase the diesel break-even price by around $0.25 per litre which would make very 

few LNG powered trucks a commercial proposition.  Moreover, LNG suppliers would still need 

to be able to ensure they could secure long term wholesale natural gas supply contracts.  
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AGENCY/DEPARTMENT: DEPARTMENT OF INDUSTRY AND SCIENCE 
 
TOPIC: Inquiry into Australia’s transport energy resilience and sustainability 
 
REFERENCE: Question on Notice (Hansard, 2 February 2015, PG 89-96) 
 
QUESTION No.: 1 HANSARD, PG 89 
 
Senator MADIGAN: Does the government accept the ultimate position that no refining capacity 
leaves us at risk? The government's policy is no onshore refining capacity for Australian oil; it is 
not part of the government's policy. Does the department see that as a risk? 
Mr Ryan: We assess the risk in terms of where we are going to get our supply of refined oil from 
and that is a mixture of imports and refining that we do locally. At this point in time, we have a 
mixture of both and we continue to do our assessments on that basis. We do not have a target for the 
minimum refining we might require in this country. 
Senator HEFFERNAN: Is that because you do not know? You do not appear to have an answer. 
Mr Ryan: We do the assessments on the available mechanisms that we have for delivering— 
Senator HEFFERNAN: You do not appear to have a straight answer. Can you give us the working 
paper that allows you to make that bureaucratic answer with no detail? You give an assessment. 
That is meaningless. 
 
ANSWER 
 
The Australian Government position is that refinery closures are a commercial decision to be 
determined by the owners/operators of refineries. The key concern for the Government is that any 
refinery closures and conversion to import terminals that do occur are done so in an orderly manner 
with a smooth transition to minimise any potential impacts on motorists and industry. 
 
The Government and the Department of Industry and Science accept there are risks, as identified in 
the 2009 and 2011 National Energy Security Assessments (NESA), associated with the declining 
refinery capacity. As such, experts were commissioned in 2012 to assess the risks. The National 
Energy Security Assessment (NESA) Identified Issues: Competitive Pressures on Domestic Refining 
in 2012 report assessed and tested Australian refining closure scenarios. The main finding was that 
Australia was well placed to maintain domestic energy security through access to the large Asian 
refining system with significant excess capacity and producing Australia specification fuels in the 
next decade. The current excess refinery capacity in the Asia Pacific is around 16-18%. Australia’s 
current total refining capacity would represent around 1% of this surplus refinery capacity in the 
Asia Pacific. 
 
The report is available on the Department’s website 
at: http://www.industry.gov.au/Energy/Documents/Energy-
Security/nesa/NESA_IdentifiedIssuesCompetitivePressuresRefining.pdf. 
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QUESTION No.: 2 HANSARD, PG 90 – 91 
 
Senator MADIGAN: Mr Ryan, can the department inform the committee how much fuel oil there 
is held in industry stocks at this point in time? Do you have any idea of what is onshore in the 
country at the present time, Mr Ryan or the department? 
Dr Grassia: We do have statistics that are collected by the department through a voluntary data 
collection system. That gives us a sense of how much fuel is in the system including crude oil. 
Senator MADIGAN: How often are they collected, Dr Grassia? How up to date are they? 
Dr Grassia: The statistical collection is done on a monthly basis. 
Senator MADIGAN: Right. And the figures that you have on hand are a month old, are they—six 
months old, one month old? 
Dr Grassia: They are collected on a monthly basis. They are usually collected at the end of the 
month for that month, so they are a month old. 
Senator MADIGAN: A month old. So they are up to date within a month. Why is Australia 
different? 
…………………… 
CHAIR: Senator Madigan has the call. We all want to hear the information. Senator Madigan, 
please go back to your original question. The original question was: how much have you got? 
Senator MADIGAN: So you cannot give us a specific answer to that at the moment, Dr Grassia? 
Dr Grassia: I do not have a figure in front of me, no. 
Senator MADIGAN: Does the department see that as an important issue? 
Dr Grassia: It does, and it is working on improving our data collection. So there is a process going 
on at the moment to move towards data collection using the Australian Taxation Office and 
Customs data, which is based on mandatory collection, and that will be the basis of reporting. 
Senator MADIGAN: Can I just clarify this. So the industry department, which is charged with 
industry, fuel security et cetera, has to improve its data collection. The department is charged with 
looking after this. You are telling me the data collection has to be improved. 
Dr Grassia: Because there are some areas where companies are not reporting, because it is a 
voluntary system at the moment. 
Senator: Can you describe the areas where that is happening. 
Dr Grassia: Which companies? 
Senator HEFFERNAN: What you just said, yes. Which companies are not reporting? 
Dr Grassia: There are some independent fuel companies that do not report. 
Senator HEFFERNAN: Can you provide that in written form to this committee, or don't you 
know? 
Dr Grassia: As I said, I would have to take that on notice. 
 
ANSWER 
 
While fuel oil is a very specific product used as fuel in ships, the discussion indicates that the 
question relates to a broader interpretation of fuel. On this basis, using the most up-to-date figures 
for December 2014 from the Australian Petroleum Statistics (APS), Australia had 4,275 kilo tonnes 
crude oil equivalent representing 52 days cover of daily net imports. This represents about 34 days 
of historical average daily consumption. 
 
The Department of Industry and Science collects petroleum industry information on production, 
refining, sales and stock of all petroleum (covers crude oil, refined products and additives such as 
biofuels) from market participants on a voluntary basis. Aggregated trade (imports and exports) data 
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is currently sourced from Customs via the Australian Bureau of Statistics. This data set is seen as an 
important part of informing Australia’s liquid fuel security and its collection predates Australia 
joining the International Energy Agency (IEA). 
 
This data is collected in a form that reflects the requirements of IEA reporting on a monthly basis, 
one month in arrears on the 19th of each month. The Department of Industry and Science publishes 
an aggregated subset of this data as the APS publication 
at http://www.industry.gov.au/industry/Office-of-the-Chief-
Economist/Publications/Pages/Australian-petroleum-statistics.aspx. 
 
Due to the voluntary nature of the APS, there are several smaller independent upstream and 
downstream market participants that do not always provide data to the department for a range of 
reasons. In particular the exposure of commercially sensitive information that could affect the 
company’s competitiveness and operations. While it is possible to identify the companies that do 
not respond, this may confirm the concerns regarding confidentiality. 
 
As a result of less than full data coverage, the Department is striving to further improve the APS 
through the use of existing mandatorily collected data. It should be noted that the Office of the 
Chief Economist currently considers the APS to be accurate within a five per cent margin of error 
following a substantial program to improve the data over the last two years. Further improvements 
may be realised by accessing existing mandatory data collections. 
 
Several government agencies including the Australian Taxation Office (ATO), Australian Customs 
Border and Protection Service (ACBPS) and the National Offshore Petroleum Titles Administrator 
(NOPTA) collect relevant data on a confidential mandatory basis. The Department is working with 
these agencies to develop inter-agency information sharing arrangements, which will maintain 
confidentiality and result in more accurate petroleum data. 
 
QUESTION No.: 3 HANSARD, PG 96 
 
Senator RICE: Perhaps the question to take on notice when they are called back is this: putting two 
and two together, you are saying that we have either got 34 or 55 days supply. You are also saying 
that that is sufficient. I want to see the assessment that says that that is sufficient and that makes 
Australia so different from all the member countries of the IEA that have the 60 to 150 days. 
Senator BACK: 224. 
Senator RICE: Perhaps you could take that on notice for when we call you back. 
 
ANSWER 
 
As noted in Question 2, stocks of fuel can be expressed in either days of net imports and/or 
historical average daily consumption. 
 
The Department has published several assessments of Australia’s liquid fuel security. These 
include: 
• regular NESA’s to provide a high level overview of Australia’s energy security position and 

in particular identify issues which need further monitoring and assessment; 
• an examination of historical oil market responses to global oil market crises to determine how 

Australian and international oil markets have responded to different oil shocks in the past; and 
• oil supply shock scenarios to determine the impact on physical oil supply to Australia. 
 
These assessments have consistently shown that global markets would continue to supply 
Australia’s requirement during supply disruptions albeit at higher prices. In the 2011 NESA a 
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scenario of a 30 day disruption to supply from Singapore was tested, which showed that Australia 
would be able to quickly draw on the spot market and switch to arrange of alternative supplies 
while using available onshore stocks and stock on water. The reports can be found on the 
Department’s website at: http://www.industry.gov.au/Energy/EnergySecurity/Liquid-fuels-
security/Pages/default.aspx. 
 
Australia is one of only four Organisation for Economic Co-operation and Development (OECD) 
countries in the IEA that is a net energy exporter. Canada, Norway and Denmark are the other net 
oil exporters. Under the IEAs International Energy Program, net energy (oil) exporters have an 
exemption from holding stocks. 
 
Due to historical and cultural reasons, all other IEA members meet the stock holding requirement. 
IEA members who are also a part of the European Union are bound by the European Union Council 
Directive, which obligates the establishment and maintenance of minimum petroleum reserve. 
Similarly, the USA has obligations under the United States Strategic Petroleum Reserve, which 
requires emergency fuel storage of oil maintained by the United States Department of Energy. 
Japan has historical reasons for holding significant amounts of stocks, while South Korea has stocks 
to feed its national oil and gas company, Korea National Oil Corporation (KNOC). Canada is a net 
oil exporter and under the IEAs International Energy Program, net energy (oil) exporters have an 
exemption from holding stocks. Many of these countries already had these arrangements when they 
joined the IEA. 
 
Australia was an occasional oil exporter when it joined the IEA in 1979, as such, Australia is unique 
whereby is the only net oil importing IEA member to rely solely on commercial stocks to meet the 
IEA obligation. Commercial stocks and our oil production had until recently met Australia 
compliance requirement.   
 
 
QUESTION No.: 4 HANSARD, PG 96 
 
Senator XENOPHON – I have a question to put on notice to the department, in relation to the 
IEA's report back in 2012, the executive summary and key recommendations in respect of 
Australia. It referred to oil stocks and data quality at page 11. It referred to Australia not complying 
with sufficient data accuracy and information. Can the department advise whether the 
recommendations and concerns of the IEA have now been fulfilled? 
 
ANSWER 
 
As indicated in Question 2, Australian Government agencies are working collaboratively to 
progress further improvement of the quality of Australia’s liquid fuels data. The 11-12 February 
2015 meeting of the IEA Governing Board noted that “the mandatory reporting recommendation 
by the data review team in July 2014 is being addressed”. This is the same recommendation made 
by the IEA review of Australia’s energy policy in 2012. 
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